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New U.S. foreign 
policy goal 


To lead 
and finance 
non-Communist 
revolution 

_in the 
emerging nations 
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Now, you can get complete sales and inventory figures in hours! 


How quickly can you evaluate current 
sales activity? And are you relying on 
inventory figures that are not complete? 
Chances are it takes you even weeks to 
obtain all required inventory and sales 
facts. Yet did you know: a National 
Electronic Data Processing System can 
give you all these vital reports in only 


a matter of hours! National Systems 
go all the way from the original entry — 
in cash registers, accounting machines, 
or adding machines . . . through the 
computer... and high-speed printer... 
to detailed final reports. You can now 
tell which parts of your business are 
paying-off; judge which ones could be 


Punched paper tape is created by National Accounting Machines, 
Cash Registers and Adding Machines as an automatic by-product 
of normal operation. It is then fed into a computer to produce, at 
minimum cost, the information you need for most profitable control. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
1,039 OFFICES IN 1217 COUNTRIES + 77 YEARS OF HELPING BUSINESS SAVE MONEY 


doing better—all before the current 
picture changes. You can now get far 
greater executive command than was 
economically practicable before. In 
short, you can get today’s figures today, 
while there is still time to evaluate re- 
sultsand take effective action. For more 
information, write today to National. 
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General business 

Spotlight on the consumer 

|. How strong a pickup? 

Il. His intentions point to freer spending 
ill. More new cars to stir interest 


Bit 


Russian air show: lifting the veil 
Red Air Force planes show surprising state of development, considering Khrushchev’s 


professed reliance on missiles rather than manned aircraft 


BAC strikes out on its own 
Commerce Dept. bids its advisers a tart good-by, may set up a new group 


New Haven says it is licked 
Unable to solve the problem of mounting costs and shrinking 
business, the road files for reorganization 


Westinghouse jumps an electronic gun 
its move to market tiniest “‘molectronic’”’ devices heralds a new revolution 


In business 
TVA sues Westinghouse; Russian patents up for grabs in U. S.; demise of Coronet; 


Administration plans tighter drug bill 


The departments 


Keeping out the Reds by revolution. Administration thinks financing revolution 
in emerging nations is only way to win; businessmen, others see danger [cover] 


In business abroad. Stepup in iron ore production in Liberia; increase 
in U.S. exports of textile machinery 


In finance. Wall Street syndicate to acquire independent phone companies; 
first-half bank earnings present mixed picture 


Retooling T-H strike machinery. Administration will submit proposals to Congress 
remedying weaknesses it sees in Taft-Hartley 


In labor. ILGWU organizers move toward own union; job bias in Southern textile mills; 
Hoffa’s new power; rise in factory work, but not in jobless rate 


Temporary hiring climbs up the ladder. Agencies supplying temporary help 
multiply dollar volume as they expand from clerical to executive jobs 


Maverick of machine tool selling. The DoALL Co. employs its 
unique selling methods to crash the European market 


Nielsen’s romance with magazines. Rating service, which has been going 
steady with TV, is wooing the magazine industry 


Growth funds catch on. Their sales outrun other investment trusts 


Wall Street talks 


In the markets. Debate over summer rally; SEC probe of 
securities market; rising demand for gold in London; large 
secondary offering of Bethlehem Steel sold 


In new products. Tape-controlled flame cutter; new color 
computer; ultraviolet lamp for mineral hunting 


How atom tests will start. Several projects are ready to go if tests resume 


The high cost of low air traffic. That’s the problem for all the nation’s 13 
subsidized local service airlines 
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1953-55 Year Month Week § Latest 

average ago ago ago Week 
BUSINESS WEEK index chart ....... epee NT: veseeseeee 1333 1493 153.0 154.9r 155.5* 
Production 
Steel ingot [thous. of tons]............06- pee wee Ce vac ane st eeute 2,032 1,203 2,042 1,925r 1,779 
ONS OS een oo oa ae oc eRe tah de ean ae eeees 125,553 89,769 127,256 125,297r 86,281 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]..... $52,412 $98,451 $81,098 $77,677 $86,372 
Electric power [millions of kilowatt-hours]... ..........ecccseccccces 10,819 13,408 15,004 15,183 14,133 
Crude oil and condensate [daily av., thous. of bbl.]........... Siac cae 8 6,536 6,831 7,054 6,888 6,970 
Bituminous coal [daily av., thous. of tons]. .........e-eee. Tee tt 1,455 1,836 1,338 1,533r 1,860 
Paperboard [tons] ..... Sates Wiss nla oc tine< ddise ts eeee Cocensescace Smee. “AenelD  Geemaee ans (ae 
Trade 
Carloadings: miscellaneous and I.c.I. [daily av., thous. of cars]...... coee 70 62 55 55 60 
Carloadings: all others [daily av., thous. of cars]................00. a 47 37 42 45 37 
Department store sales index [1947-49=100, not seasonally adjusted]... 121 126 132 127 125 
Business failures [Dun & Bradstreet, number]...........¢- pebsaeres eo 198 271 349 326 220 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]..... iMhueeee 89.2 90.9 90.8 89.8 90.5 
Foodstuffs, daily index [BLS, 1947-49=100]...........cccecccece oa 90.5 78.3 75.7 76.2 76.3 
Print cloth [spot and nearby, yd.]............ceceecees wavicass Eig aie 19.8¢ 21.0¢ 17.5¢ 17.5¢ 17.5¢ 
Finished steel, index [BLS, 1947-49=100]. ........csceccocccccces e's 143.9 186.2 185.5 185.4 185.4 
Scrap steel composite [Iron Age, ton]............eseeseeeee pale a wave $36.10 $31.17 $37.83 $36.83 $36.67 
Copper [electrolytic, delivered price, E&MJ, Ib.]........cccccccccccccs 32.394¢ 33.000¢ 31.020¢ 31.000¢ 31.000¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.].............. 0c eee meet 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc [U. S. del., E&MJ, Ib.J...... ;. tt 24.03¢ 21.88¢ NA NA 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]........... os $2.34 $1.89 $1.91 $1.93 $1.97 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]....... oe  S457¢ 32.24¢ 32.17¢ 32.35¢ 32.44¢ 
Se Stink TRON IE. 6c edna vounticcde«ctiverdueveesusben $1.96 $1.67 $1.75 $1.75 $1.75 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10].........cecee 31.64 56.77 66.25 64.92 65.66 
Medium grade corporate bond yield [Baa issue, Moody’s]............ oe” ees 5.27% 5.03% 5.06% 5.08% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]...... 2-244% 334% 3% 234% 234% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks......... shia eon ale tt 59,651 62,210 62,156 61,022 
Total loans and investments, reporting member banks.............. oi TT 104,592 111,406 113,106 113,296 
Commercial, industrial and agricultural loans, reporting member banks. . . tt 32,635 32,310 32,924 32,786 
U. S. gov’t guaranteed obligations held, reporting member banks...... 4 tT 25,624 31,431 31,976 31,962 
Total federal reserve credit outstanding. .............ccscccccsceees 26,424 28,063 28,175 28,319 28,568 
PIE UMNO 2,5 5 ola wee oaie ihc ntalors kckida's «a igucccdvewateeeaesenes ee ee 19,303 17,482 17,550 17,550 
Monthly figures of the week lo le ee a 
Average weekly earnings in manufacturing.......... PRA Zr SUNG. css $73.36 $98.98 $100.50 $101.66 
Retail sales [seasonally adjusted, in billions]...............00. June.... $14.5 $18.5 $18.1 $18.3 
SUEINRS SOND SININNNGS «85S 6 are Sra bic pips nies Wie asain Wein pele ee May .... $902 $1,262 $1,042 $1,195 
Domestic air cargo [express and freight, millions of ton mi., A.T.A.] April.... 22.5 38.2 44.2 39.2 

r Revised. 


* Preliminary, week ended July 8, 1961. 

tt Not available. Series revised. 

THE PICTURES: Cover, Frank Ronan & Mario De Vincentis; 29, Renault; 33, WW; 34, Herb 
Kratovil; 47, 50, 54, Ed Malsberg; 60 (top It. & bot. It.) UPI, (top rt.) Joan Sydiow, 

(bot. rt.) WW; 75, 76, Herb Kratovil; 100, 101, WW; 120, 121, Mike Shea. 


§ Date for ‘Latest Week’ on each series on request. 
NA Not available at press time. 
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READERS REPORT 


A pro at the Fed 
Dear Sir: 


Your issue contains a somewhat 
erroneous statement in- its com- 
ment about the newest appoint- 
ment to the Board of Governors of 
the Federal Reserve System [BW— 
Jul.1’61,p24]. It is stated that Mr. 
Mitchell's appointment “represents 
a shift from Eisenhower's three ap- 
pointees, who were non-profes- 
sionals.” The writer does not say in 
what field the Eisenhower ap- 
pointees were non-professional; but 
presumably he has in mind eco- 
nomics, for he says Mitchell is “the 
first full-fledged economist in some 
vears to join the board itself.” 

I gather that the staff writer 
never bothered to look into the 
backgrounds of many appointees. 
Had he done so, he would have 
discovered that the vice-chairman, 
C. C. Balderston, earned his Ph.D. 
in economics and was for many 
years dean of America’s oldest 
collegiate school of business, which 
encompasses the entire field of eco- 
nomics, both applied and _theo- 
retical. 

Richard deR. Kip 
Bryn Mawr, Pa. 


s While Balderston is also a 
trained economist, he did not go to 


the Fed with Mitchells profes- 
sional background as a _ central 
banker. 


Too many hospitals? 


Dear Sir: 

I wish to congratulate Business 
Week for its excellent article on 
health insurance [BW—Jun.24 
61,p144]. . 

However the statement “neither 
the Hill-Burton program nor the 
plans of the [hospital planning] 
councils have worked well” is sub- 
ject to question, at least here in the 
Detroit area... . 

While we have not been 100% 
successful in stopping all new hos- 
pitals, the hue and cry of those not 
included in plans approved by Hill- 
Burton, ourselves and the Metro- 
politan Detroit Building Fund, and 
hence subject to not being ap- 
proved as Blue Cross participating 
hospitals, is proof that the push 
towards proper planning is begin- 
ning to hurt in some quarters. 

Jacques Counsin 
Greater Detroit Area Hospital 
Council, Inc. 
Detroit, Mich. 























# Just outside Mexico City a chemical 
plant is on stream producing acetic acid and 
acetic anhydride from molasses. The plant is 
operated by Industrial Aldos, S. A.—the newest 
Mexican company to become affiliated with 
Celanese in its growth south of the border. 

“#% Eventually—as the balance of Mexican 
economy shifts from agrarian toward industrial 
—some chemicals will also be made from petro- 
leum gases, and the foundation for an important 
chemical complex producing a wide range of 
chemicals will be laid. 

# Celanese’ association with Industrial 
Aldos is another step in international growth 
that began 17 years ago with the formation of 
its first foreign affiliate—Celanese Mexicana, 
S. A. It was a joint venture, with Mexican and 
Celanese capital sharing in opportunities. The 
first plant was constructed at Ocotlan and be- 
gan operations in 1947—turning out acetate 
yarn for Mexico’s own textile industry. 

“% Today, the number of manufacturing 
plants under the Celanese banner in Mexico has 
increased to eight, producing a diversity of pro- 
ducts including acetate, rayon and nylon-6 
fibers, high tenacity rayon and nylon tire cord, 
cellophane, plastics, organic chemicals, cellu- 
lose, and many types of fabricated and formed 
plastics articles. 

“- Last year, encouraged by rapid and con- 
tinuing growth of Mexican economy, Celanese 


CHEMISTRY £02 THE 


Celanese 
and Mexican 
industry... 
partners in growth 


Mexicana authorized several expansion pro- 
jects. In order to concentrate on its primary 
business—the production and marketing of tex- 
tile fibers—it also realigned its varied manu- 
facturing operations. 

~% Anew company was organized to handle 
its plastics production—Campco de Mexico, S.A. 
Its chemical operations were shifted to the con- 
trol of another new company, Quimca General, 
S. A. These changes form the foundation for 
future growth of Celanese activities in supply- 
ing Mexico with its own needs in fibers, chemi- 
cals and plastics and in assisting it in developing 
its own export market. 

“% In Mexico, as in other countries where 
Celanese is establishing new undertakings, one 
of the guiding principles has been the imple- 
menting of parent company technology, as 
much as possible, with local capital and local 
management. Accordingly, no Celanese venture 
in Mexico can be considered an American com- 
pany on foreign soil. Rather, each affiliate is a 
true corporate citizen of Mexico—fully inte- 
grated into the economic and social system. 

“4% Celanese’ partnership with Mexico is a 
case history of how the exchange of technology 
and the sharing of financial responsibility can 
create an enterprise that is beneficial to a coun- 
try and its people as well as to Celanese and its 
shareholders. Celanese Corporation of America, 
522 Fifth Avenue, New York 36, New York. 
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Consumer’s role 
now seems likely 
to pace recovery 


Factory hirings 
bolster incomes 
in mass market 


Retail sales’ rise 
still is sluggish 


Business outlook BIN 


Now, once again, the consumer is on the business analysts’ couch. 

The analysts want to know not only how much consumers will spend, but 
also the kinds of things for which they will spend (page 26). 

The need is to measure the direct effect of such spending on production. 
In addition, there is the very important side effect of such production in 
terms of inventory requirements. 

In short, the analysts want to measure how much consumer expenditures 


will have to do with the pace of recovery (page 25). 


Most economists are fairly confident how the other figures add up; that 
government spending is on the rise, that business investment has turned for 
the better, that foreign trade will hold up fairly well. 

From the consumer, though, they haven’t yet any positive signs. 


Standard indicators of future consumer spending are healthy (even though 
the consumer himself seems not quite to have made up his mind). 

It is true that unemployment remains distressingly high. Yet jobs unques- 
tionably are easier to get for June employment rose more than seasonally to 
reach the best level ever for that month (BW—Jul.8’61,p19). 

In addition, a fairly sturdy revival has begun to develop in manufacturing 
employment. The rise of 240,000 in June was about twice the normal ex- 
pectancy. And the work week continued to lengthen. 


At 16-million, the factory work force is the highest since last November 
(though some 400,000 less than at this time last year). The gain since March 
has amounted to about half-a-million workers. 

And manufacturing payrolls, which suffered most during the recession, 
have benefited by more than just the rise in the number of jobs. 

The work week for all factory employees last month averaged out to 40.1 
hours, according to the Bureau of Labor Statistics. That was the first time 
it had exceeded 40 hours in a year and a half. 

That helped raise average weekly earnings to $94.24, a new high. 


Economic pulse-takers, under the circumstances, have reason to be puzzled 
by the way the country’s families are nursing their earnings. 

Off past performance, retail cash registers should start ringing when em- 
ployment is rising and personal income is setting new records each month 
(as it has every month since March). 

There is measurable improvement in retail sales, to be sure. But what’s 
confounding the experts is the listlessness of the rise. 


Consumers weren’t exactly niggardly last month; they pushed nearly $19- 
billion across retail counters, according to the Commerce Dept.’s flash report. 
Allow for seasonal characteristics, though, and that comes down to an 
adjusted $1814-billion plus. 

That’s the best showing in seven months. Nevertheless, it leaves a good 
bit to be desired. 

A year ago, when there were 100,000 fewer people holding jobs and per- 
sonal income was about 2% less, sales were an adjusted $1814-billion. 

















Half-year volume 
trails 1960 due to 
hardgoods’ slump 


Food stores set 
record for June 


A lot of income 
pays off debts 


Housing estimate 
hurts appliances 


Business outlook continued 


Footing up the figures for all types of retail establishments, sales for the 
first half of the year just missed $104-billion. That compares with better 
than $106-billion in the same period last year. 

In June, as in previous months, the lag continued to center in hardgoods. 
Volume in durables last month was less than $5.7-billion (seasonally 
adjusted) against better than $6-billion in 1960. 

More than 70% of the June shortfall for hardgoods was in autos and 
automotive products. But only a part of this was in new cars, which seem 
to have lagged a year ago by only 20,000 units (including imports). 


Price tags as well as lower unit volume are pulling down the dollar 
value of new car sales. Compact cars’ steadily rising share of the market 
is the key here; it is estimated that nearly 37% of last month’s sales were 
compacts against 28% a year earlier. 

At the same time, used car prices are below last year’s level though up 
fairly smartly from last winter's low. 


Many retailers, for all the groaning, have little to complain about. 

With close to $12.6-billion in the till (after allowance for seasonal 
factors), softgoods establishments must count last month as the third best 
on record (with April last year and March this year—both Easter months 
—rating the top spots). 

Dealers in all major lines of nondurables report higher sales for June 
than the same month last year. 

Sales of foodstores were a record for June, the dollar figure topping a 
year ago by $223-million, or better than 5%. Mounting population tells 
much of the story here (and, with softening food prices in recent weeks, 
the consumer probably has been getting more for his grocery dollar). 


If you are wondering what happens to the dollars that people aren’t spend- 
ing, you'll find a clue in the figures on consumer credit. 

Between December and the start of June, installment debt had been paid 
down by more than $1.1-billion. 

Credit extended for the purchases of automobiles (new and used) topped 
off as far back as last September, in fact, and the outstandings had been 
reduced more than $800-million at this year’s low point. 


Increasing use of consumer credit can be expected from now on as people 
gain confidence in the employment situation. 

In fact, May gave signs that the turn had already come. 

Installment borrowings for the month were a little higher than repay- 
ments. And the volume of debt outstanding rose to $41.1-billion. Time- 
payment debt on autos rose with the improvement in new-car sales, but the 
increase was a relatively small one. 


Appliance makers will get a little less help from homebuilding than had 
been counted on. That’s one significance of the new Washington estimate of 
1,275,000 housing starts this year, off from 1.3-million. 

Meanwhile, it appears that earlier predictions of an upturn for appliances 
may have been too optimistic; new orders for steel flowing from the appli- 


ance industry now seem to be tapering off. 
Contents copyrighted under the general copyright on the July 15, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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|. Spotlight on the consumer 


BUSINESS 
WEEK 


How strong a pickup? 


Economic recovery has slowed somewhat after initial boost 
from inventory building and increased federal spending 


What’s needed now is a lift from the consumer, and he’s 
more optimistic though still a bit wary (page 26) 


The key in durable goods is held by autos, and Detroit is 
regaining confidence if not exuberance (page 28) 


Recovery from the 1960-61 reces- 
sion started out with a nice, sharp, 
decisive V-turn.- The Federal Re- 
serve Board’s index of industrial pro- 
duction, which hovered just above 
102 in February and March, shot up 
three points in April and another 
three points in May, reaching 108.2 
(1957=100). 

Since then—if the Business Week 
index is a good clue, as it has been 
in the past—industrial production 
has turned to a slower upcrawl. Per- 
haps the June and July gains will be 
no more than one point a month. 

Shift in policy. It now seems clear 
that the initial sharpness of the turn 
was due to a switch in business in- 
ventory policy—away from inven- 
tory-cutting, which went on at a rate 
of $4.5-billion in the first quarter, to 
a policy of level inventories or cau- 
tious inventory accumulation in the 
second quarter. 

The swing in inventories, sup- 
ported by higher government out- 
lays and by growing consumer 
expenditures out of higher income, 
resulted in a jump in gross national 
nroduct from $499.8-billion in the 
first quarter to an estimated $512- 
billion in the second quarter. 

But, by early June, the impact of 
the swing in inventory policy had 
largely isi exhausted. Though 
business no longer was cutting, it 
held to a tight and cautious policy 
on inventories—a line that was en- 
couraged by the continuing high 
cost of money, pressures upon profits, 


and softness of many industrial 
prices (BW—Jul.1’61,p17). 

Waiting for consumer. Without 
additional impetus from a continuing 
inventory buildup during the early 
summer, the economy has stuttered. 
Government outlays are building up, 
but gradually. The increase in busi- 
ness capital spending in the second 
half of 1961, forecast by the Mc- 
Graw-Hill and the Securities & Ex- 
change Commission surveys (BW— 
Apr.29’61,p32; BW—Jun.10°61,p105), 
has barely begun to materialize. In 
any case, it is expected to amount to 
a rise of only about $2-billion annu- 
ally by the fourth quarter. 

In this situation, business has been 
looking with some anxiety to the con- 
sumer, without whose hearty partici- 
pation no boom can be complete. 
Though consumer spending has been 
rising steadily all year, the rise has 
been excruciatingly slow. 

Inch by inch. Four months after 
this recovery got under way, the 
seasonally adjusted June figure for 
retail sales, $18.26-billion, was still 
below the preceding year’s June level 
of $18.5-billion. And it was less than 
3% higher than this year’s seasonally 
adjusted January level. 

Particularly troublesome was the 
fact that durable goods sales in June 
had managed to get back up to a 
level of only $5.7-billion—$300-mil- 
lion less than the June, 1960, level. 
They thus accounted for the entire 
gap between present and year-ago 
total retail sales. 


For the past year, retail sales of 
nondurables have been markedly flat 
at a monthly rate of around $12.5- 
billion; at $12.6-billion in June, they 
were up $100-million from their year- 
ago level. 

Shaping an attitude. The consum- 
er’s income is rising. From January to 
May, personal income before taxes 
rose from an annual rate of $406.6- 
billion to $413.7-billion. The sluggish- 
ness of the consumers’ response to 
the business recovery appears to be 
due to a complex of cyclical and 
somewhat more basic factors: 

« Memories of the recent recession 
—and indeed of the entire period of 
slow growth and cyclical instability 
since 1957—are still sharp. Consum- 
ers polled in the latest University of 
Michigan survey (page 26) showed 
only a moderate improvement in 
their attitude toward spending, 
largely due to their awareness of per- 
sistent unemployment. Joblessness 
has affected many workers’ families 
in recent years, reduced their hold- 
ings of liquid assets, and undoubt- 
edly dampened their plans to buy 
hardgoods until debts are repaid or 
cash balances strengthened. In the 
first quarter, consumers were saving 
7.9% of their after-tax incomes; a 
year earlier, only 6.8%. 

« The persistent rise in the cost of 
services appears to be gobbling up a 
bigger share of consumer incomes, 
leaving less for the purchase of both 
durable and nondurable goods. Be- 
tween the first quarter of 1960 and 
the first quarter of 1961, consumers 
increased their spending on services 
by $8-billion, increased their outlays 
on nondurables by only $2.5-billion, 
and actually reduced their spending 
on durable goods by $5-billion. 

" The rise in household formations 
has continued to taper off as the 
short baby crops of the depression- 
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born generation come of age. This 
has had a basic depressing effect on 
the demand for housing, appliances, 
and other hardgoods. From World 
War II through 1949, about 1.5-mil- 
lion households were being formed 
each year. In 1960, the rate was 
down to 770,000, and 1961 should 
bring an even lower level. This im- 
portant rate should start picking up 
next year and should gather strength 
as the wartime and postwar baby 
crop comes of age. For now, though, 
Commerce Dept. forecasters have 
cut an earlier estimate of 1.3-million 
housing starts in 1961 to 1,275,000. 

= Consumer stocks of durable 
goods have rapidly increased since 
World War II, and it looks as though 
the working-off of backlogs has left 
many key industries with essentially 
a replacement demand for their 
products. Economists of the Chase 
Manhattan Bank calculate that ex- 
penditures for durables climbed by 
5% per year from 1946 to 1955, but 
have since been rising at a rate of 
only 0.5% a year. The Chase econo- 
mists, however, foresee the possi- 
bility of greater strength in demand 
for durables in the years ahead— 
partly due to the coming increase in 
households, partly to the aging of 
present durables. 

Meanwhile, one key industry— 
autos—is still feeling the unpleasant 
pangs of maturity, and is wondering 
how long it will be before population 
growth, replacement demand, and 
the growth of the second-car market 
gives it another year to match 1955 
(page 28). Auto sales have been pick- 
ing up—but not fast enough to glad- 
den the hearts of executives in steel, 
rubber, and other basic industries. 

Acceleration ahead. The auto 
makers are getting set to shut down 
early for model changeovers—and 
this is bound to have wider effects in 
curbing the rise of industrial produc- 
tion. But the chances are strong that 
the fourth quarter will then become 
a time of more vigorous catching-up. 
Significantly, consumers appear to be 
planning bigger outlays on autos in 
the year’s final quarter. 

At this point, then, the outlook is 
for slow growth during the summer, 
faster growth in the fall; for a grad- 
ual ebbing of recession-caused re- 
straint on the part of consumers— 
and for a possible boom (particularly 
if political or international develop- 
ments spark a much faster rate of 
government outlay). But, from the 
standpoint of consumer spending, 
any boom trend will be restrained by 
some underlying structural prob- 
lems: the slow increase in house- 
holds, heavy stocks of consumer 
durables, and the rapid rise in the 
cost of services. 
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ll. Spotlight on the consumer 


© Business Week 


His intentions point 
to freer spending 


But, the University of Michigan survey suggests, he 
wants firmer assurance of job security before he opens his 
pocketbook wider for truly discretionary purchases 


“| feel better, thank you. But don't 
count on me to win any race for you 
just yet.” 

That is a free translation of the 
upward crook in the line charted 
above. The chart shows the May 
findings of the University of Mich- 
igans Survey Research Center on 
consumer attitudes and inclinations 
to buy. 

The good news is that the latest 
reading regains half the lost ground 
in the index since February, 1960. 
Yet George Katona, director of the 
project, throws not a wet but a damp 
blanket of caution over any exuber- 
ance the May report might breed. 
The consumer's recovery of spirit, 
like the economy's, goes only part 
way, he points out, and many econ- 
omists and businessmen this year are 
hoping for more than halfway im- 
provement over early 1960. 


Matter of mood. Economists and 
forecasters argue vehemently over 
the impact of the market’s frame of 
mind when the moment of decision 
comes, to buy or not to buy. Cer- 
tainly, people keep spending on 
workaday goods and services as long 
as they have anything to spend. But 
when it comes to important, truly 
“discretionary” purchases, something 
else may come into the picture. 
There is some evidence that a mature 
market buys the way it feels (BW— 
Nov.19°60,p128 ). 

Last May, people still felt a bit 
queasy about the months past, a bit 
cautious about the months ahead, 
They could see plain signs of busi- 
ness improvement around them. But 
one word still seemed to haunt them, 
as the specter at what otherwise 
might have been a feast. That word 
was “unemployment.” 
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Katona’s researchers have found 
out over the years that people react 
more to business news when the 
news is bad. Last May, many more 
people reported they had heard 
business news than in May, 1960 
(though far fewer than in May, 
1958). This time, the news “heard” 
split about 50-50 between good and 
bad. 

Unemployment. For many, the 
bad news was unemployment. A 
surprising 70% reported unemploy- 
ment in their community now, and 
almost half of these said it was sub- 
stantial. True, more—31%—-said it 
had been decreasing in the last few 
months than the 20% who thought 
it had been growing. A good chunk, 
42%, expected unemployment to 
drop in the next year, though just 
as many felt it would stay at its 
present level. 

It would be stretching a point to 
assume that talk of unemployment is 
the only reason that has kept retail 
sales—though rising—from shooting 
through the roof. A market well- 
stocked with durable goods, the 
slowdown in family formation, the 
heavy demands of services are all 
part of the picture (page 25). But 
the thought that unemployment can 
and does happen here may make a 
man look longer at his dollar before 
he tosses it on the counter. 

Hopeful signs. Nevertheless, the 
revival in optimism shows plainly 
enough in the current survey. More 
people (28%) reported improvement 
in business conditions over a year 
earlier than the mere 13% who re- 
ported improvement last January. 
Some 61% expected good business 
during the next 12 months against 
54% who expected it in January. The 
report stated—without giving the 
data—that there was a small im- 
provement, too, in people’s feelings 
about their own financial situation. 

The key data on buying intentions 
are the researchers’ secret, but some 
hopeful signs are reported. On the 
hot question of cars, “somewhat 
more people” said they mean to buy 
a car during the next 12 months than 
expressed such an intention a year 
ago. This sounds like lukewarm im- 
provement, but 1960 proved no 
mean car year. 

There is more interest in new cars, 
less interest in used, and the com- 
pacts still hold their strong appeal. 
Apparently, if the survey tip proves 
right, Detroit will have to wait till 
the new models get into full swing. 
Of those who had plans to buy new 
cars, an “unusually large proportion” 
planned to make their purchase in 
the fourth quarter. 

Again, home-buying plans have 
risen somewhat over a year ago; the 
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More people think now is a good time to buy... 
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researchers don’t say how much. 
Plans for improvements, additions, 
and repairs stand about where they 
were in May, 1960, though con- 
siderably higher than in May, 1959. 

The news on major electrical ap- 
pliances, though, was something less 
than electric. Say the researchers, 
“Plans to purchase major electrical 
appliances remain fairly low, espe- 
cially among lower and middle in- 
come groups.” 

Time to spend. Other points that 
have been high on the trouble list 
show signs of waning. Inflation wor- 
ries—high a year ago—have ebbed a 


1!]. Spotlight on the consumer 


little. Fewer people complained 
about ciecasbhalie caz prices. Fewer 
reported difficulty in getting financ- 
ing for houses. 

An important result was the net 
conclusion by more consumers that 
now is a good time to buy. Some 44% 
thought it’s a good time to buy a car, 
against 40% who thought so_ last 
November. About 42% reported it’s 
a good time to buy a house, up from 
35% in late 1960. Even large house- 
hold goods scored some improvement 
on this point. Some 45% thought it a 
good time to buy big-ticket house- 
hold items, against 42% in November. 


In 2"! three categories, though, the 


Mey 1961, survey reading fell below 
the January, 1960, mark. 

The picture adds up to this: Con- 
sumers are still feeling their way. 
Like the economy, they are feeling 
their way up. “Moderate” is the key 
to the current frame of mind—and 
the portents point to moderately in- 
creased spending. Maybe _ recent 
events—the housing bill, spot price 
concessions by some major appliance 
manufacturers—can speed the buy- 
ing tempo. Most of all, apparently, 
people want assurance of real job 
security. 








More new cars to stir interest 


Detroit is confident that the market is there, that 
exciting new cars will sell. So it’s changing over to new 
models earlier, with a 6-million year still possible 


As Detroit sees it, the automobile 
industry’s constant romance with the 
American consumer is going more 
smoothly than anyone had any right 
to expect three months ago. 

In the next couple of weeks, a 
good part of the industry will be 
changing production over to 1962 
models that will begin appearing in 
showrooms in mid-September. Auto 
men can turn to 1962 products with 
the comforting knowledge that first- 
half sales were good, dealers’ inven- 
tories of 1961 cars are just about 
right in number (if not in model mix), 
and signs such as the University of 
Michigan Survey Research Center 
report (page 26) point to high sales 
in the fourth quarter. 

Maybe 6-million. Including im- 
ports, retail sales of new passenger 
cars in the first half ran a shade un- 
der 2,950,000. It’s a rare year when 
sales in the second half even equal 
the first half—but some of Detroit’s 
most knowing chart-watchers think 
this is one of those years. Even the 
traditional pattern of lower sales in 
the second half, though, would run 
up sales of at least 5.6-million for the 
full year. 

Prolonged work stoppages asso- 
ciated with negotiations for a new 
labor contract could cancel all bets. 
But otherwise some hard-headed 
men in Detroit see 6-million sales as 
possible. 

Lee A.Iacocca, Ford Motor Co. 
vice-president and general manager 
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of the Ford Div., last month said: 
“Sales of 6.2-million are definitely 
possible—6-million is right in the 
ball park.” Back in March, when the 
annual sales rate was 5.2-million (in 
June it was 5.9-million), Iacocca was 
talking of a 6-million year. 

Dealer stocks. True, June sales 
(573,000) were a disappointment, 
although the selling pace quickened 
in the final 10 days. Even so, stocks 
of new cars in dealers’ hands re- 
mained rather steady at a little over 
900,000. The industry expects to 
build about 1,050,000 cars in the 
third quarter and to sell about 1.2- 
million. So it would face the last 
quarter with around 750,000 cars in 
the field, about half of which would 
be 1962 models. 

That will be the big difference 
from last year. When the 1961 
models went on sale, there were 
about 1-million new cars in inven- 
tory, and perhaps 600,000 were 1960 
models. 





|. New cars for new markets 


New Year’s Day will come for the 
auto industry in September rather 
than in October as in most years. By 
Oct. 1, most of the volume sellers 
will be in the showrooms. Before 
then, both dealers and company peo- 
ple believe, some cars and some 
models will be in short supply. Says 
a factory man: “Bargain-hunters who 
are waiting to get that big discount 


are going to be disappointed this 
year. 

Consequently—especially if there 
are production delays due to labor 
problems—the 1962 models are go- 
ing to bow to a public that may be 
waiting for cars. And there are going 
to be so many choices that the 1962 
models could create as much excite- 
ment as the new small cars did in 
the fall of 1959. 

Company lineup. Here's a brief 
rundown on what's coming: 

American Motors Corp. has made 
some appearance changes, but its 
biggest secrets are mechanical and 
in the variety of its models. 

Chrysler Corp., as has been well- 
reported, has dropped all its fins; 
styling leans toward the Valiant- 
Lancer look. But the major change 
cuts the size of both Dodge and 
Plymouth. These cars share a body 
shell and have been on a 118-in. 
wheelbase; in 1962, the wheelbase 
will be 116 in. The Plymouth Valiant 
and Dodge Lancer remain on the 
106.5-in. wheelbase. 

Ford Motor Co. is also in the “new- 
size market” with two models. The 
Ford Galaxie will retain a 119-in. 
wheelbase, but the cheaper Fairlane 
series now will be on a 115.5-in. 
wheelbase. The Falcon continues on 
its 109.5-in. wheelbase. 

Mercury is trying the same scheme 
to broaden its market. The Comet, 
on a 114-in. wheelbase, will be re- 
styled and known as the Mercury 
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he Comet. Above it will be a new baker even though the numbers are beyond 1.6-million in that quarter. 
W Meteor on a 116.5-in. wheelbase. smaller. Farther ahead. It’s far too early to 
Then will come the Monterey on the So there’s a vague feeling around _ be casting up accounts for next year, 
n- same 120-in. wheelbase that Mer- Detroit that everyone is waiting for but some auto people aren't ex- 
Y. cury has used for two years for all the other fellow to start a production pecting much pickup. In _ other 
ng its cars. race, or for a good excuse to do it words, 1962 sales should be 6-mil- 
ey General Motors Corp. is turning himself. lion or a little more. But that’s noth- 
ad its Chevrolet Div. loose on still an- Buying intentions. The Michigan ing to weep over. 
n- other market segment. It is apparent Survey Research Center study might Despite all the thrashing around in 
nt by now that the little rear-engine be such an excuse. The realists in the and about the auto industry in the 
ce Corvair has been as much of a suc-_ industry's economic departments past few years, a new car is still, for 
ce cess with the sporty-minded motor- know that “good time to buy” doesn’t most people, the second largest con- 
Vv. ists as it has been with GM’s ac- mean “intend to buy.” But even they sumer purchase (next to a house). 
ly countants. So now Chevy is aiming can’t help but be impressed by the And any year 6-million or more peo- 
a at the more sedate, family-type fact that in the past when people ple each plunk down $2,000 and up 
Falcon market. told the Michigan interviewers they for a new car, business has to be 
Chevy has a new model on a_ thought it was a good time to buy, pretty good. 
110-in. wheelbase—possibly, but not auto sales moved up sharply about Mature industry. That truism has 
yet certainly, named “Corsair’°—with three months later. another face, too. Automobile manu- 
the engine in front. There is a choice Of more relevance is the showing facturing now is a mature industry; 
of engines: four-cylinder and six- in the survey, released to the indus- there is no large untapped reservoir 
cylinder. try but not in the public report, that of sales. The two biggest groups of 
The smaller Corvair (108-in. 9.7% of the families intend to buy a customers each year are those who 
wheelbase) will be more directly new car this year; a year ago, that are replacing their cars and those 
aimed at the “driving-is-fun” mar- figure was 7.9%, and the fourth quar- who are coming into the new-car 
ket, with a convertible coming along ter that year wound up with 1.7- market for the first time. 
sometime after 1962 introductions. million car sales. But the industry is guaranteed a 
The smaller cars of Buick, Olds- So there is hardly anyone in the market of some size. Obviously, as 
mobile, and Pontiac also will be motor industry who doesn’t expect car population increases—it jumped 
given sportier models. The Buick a strong fourth quarter. Some of from 40-million to 60-million from 
Special and Olds F-85 will use a those who do, such as T.J. Obal, 1950 to 1960—the number of people 
cast-iron V-6 engine instead of the Ford’s senior economist, are being who must replace new cars every 
present aluminum V-8, which has cautious. year will increase. And, of course, as 
his been more costly to produce than Obal, who expects that car salesfor population increases, the number of 
anticipated. the year will total 5.9-million, can’t newcomers to the market will in- 
are Studebaker-Packard Corp. also _ see a “full-blown boom” in the next crease. 
Or has heard the call of new markets few months, although he looks for a That’s why sales years of 6-million 
50- and is giving its 113-in.-wheelbase GNP annual rate of $530-billion in should be common in the next few 
be Cruiser—a sort of afterthought the fourth quarter. It would take years—and not necessarily indicate 
ng model in 1961—a full line. In addi- such. a boom to push car sales much a “boom” auto year. 
162 tion, it is restyling the Lark and 
te- the Hawk. The latter will be pre- 
in sented as a “Gran Turismo” car, and 
the Studebaker people are so excited 
ief about it they can hardly wait for 
introduction day. 
ide 
. ll. But will they sell? 
n 
Auto forecasters expect now that 
a]]- fourth-quarter sales will be at least 
ns; 1.6-million, and production around 
nt- 1.75-million. That’s a good sales rate 
\ge for that time of year, about the rate 
nd of sales in the last quarter of 1959, 
\dy and it would keep dealer stocks at a 
in. level no one could protest. Things 
ase | could get out of hand quickly, 
ant | though. 
the If sales start out strong, there are 
likely to be some heavy production 
.w- | boosts. Ford and Chevrolet, of 
‘he | course, will be pushing new cars and 
in. won't want to chance the loss of any 
ne | Sales because their dealers run short. 
in. | Chrysler is going to be driving to 
on } break even for the year, which it New Renault will switch its engine to the front 
might be able to do by getting each 
me | dealer to take just a few more cars, A new car from France’s Renault dows) will have front-wheel drive, 
et though the dealers will have no part factory, bowing in October, will suc- front engine. For most U. S. business, 
re. | of it unless Chrysler sales start off ceed the rugged rear-engined 4CV. though, Renault will still depend on 
irv | big. The same thing applies at Stude- The 4R (or 4RL with six side win- the rear-engined Dauphine. 
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First published photo of Soviet air show’s greatest surprise, book doesn’t list it. Aircraft shows highly original design, 
a supersonic long-range bomber so new that NATO code with large turbojet engines mounted on either side of tail fin. 


Russian air show: 


Lifting the veil 


First military fly-past in five years gives glimpse of planes 
never seen before in public. It gives Khrushchev 
a chance to impress West’s military experts, diplomats 





Blinder is code name for this new long-range supersonic in nose for long-range airborne interceptions and missile 
interceptor, also never photographed before. It carries two guidance. Western military experts calculate performance 
radar-guided missiles under wings, has large pointed radome to be in Mach 2 class, like bomber at top. 
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Thinness of wing, degree of sweepback indicate Mach 2 nose suggests use for intercontinental missions. Slightly 


performance—twice the speed of sound. Refueling unit on larger than our B-58. 





In these first uncensored, unoffi- 
cial photographs of this week’s Soviet 
air show, the Red Air Force is bran- 
dishing—just for a moment, and un- 
der tight security—a new generation 
of strategic bombers and other air- 
craft never seen previously in public. 

Before the straining eyes of West- 
ern military attaches, diplomats, and 
correspondents, plus more than half 
a million Russians including Premier 
Khrushchev and his aides, these air- 
craft left an impact on the West that 
grew deeper even as they streaked 
out of sight. 

One thing was obvious at once: 
While scoffing to the outside world 
at the usefulness of manned aircraft 
and boasting about Soviet missiles, 
Khrushchev has quietly but vigor- 
ously pushed development of bomb- 
ers and some other types of manned 
aircraft toward more _ advanced 
stages than the U.S. can boast. 

Ahead in bombers. As a result, the 
U.S.S.R. now has two long-range 
bombers with supersonic as well as 
nuclear capability. Whether they are 
operational is an open question. One 
of them may be the precursor of a 
nuclear-powered aircraft. The U.S.., 
meantime, is still dependent on 
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Bounder, under development since 1958, is long-range, huge—at about 200 ft., 
almost as large as U.S. Air Force’s old B-36—and capable of supersonic speeds. 
Soviets may be using Bounder as test bed for nuclear engine. 
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Convertiplane about the size of our DC-4 transport carries 
80 or 90 troops in vertical takeoffs and landings. 


SAC’s subsonic B-52s and about 40 
medium-range supersonic B-58s. The 
Defense Dept. has severely cut back 
its B-70 program, which was de- 
signed to give the U.S. a long-range 
supersonic bomber. 

The Soviets showed they are at 
least keeping up in fighters, inter- 
ceptors, and fighter-bombers. The 
U.S. has Air Force and Navy fighters 
in the 1,400-mph. (Mach 2) class, 
but the Air Force program to de- 
velop the 2,000-mph. F-108 fighter- 
interceptor was canceled some time 
ago. 

The Russian air show, at the vil- 
lage of Tushino outside Moscow, not 
only made it clear that the Kremlin 
has assiduously continued aircraft 
development but also suggests that 
manned aircraft, many armed wtih 
guided missiles, remain the Reds’ 
primary striking force. With little 
doubt, this means the Russians—like 
the U.S.—have a poor reliability 
record with their long-range missile 
shots. 

‘Sobering experience.’ In addi- 
tion to two previously unseen 
bombers, the U.S.S.R. used its first 
military air display since 1956 to in- 
troduce, in a 45-min. fly-past, four 
new supersonic fighters (including 
one with a rocket booster), jet sea- 
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fighter, equipped with rocket booster, could be 
effective against U-2-type aircraft up to 90,000 ft. high. 


<4 


planes, troop transports, and attack 
helicopters, plus “old” aircraft that 
made their debut five years ago— 
and now carry missiles. 

“A sobering experience,” one West- 
ern military expert called it. In the 
past, comments to foreign visitors 
and articles in the Soviet press have 
given the false impression that Rus- 
sian war planes were almost totally 
a defensive force. The show proved 
at least that offensive planes were 
being developed, if not produced in 
quantity. 

Washington reaction. Congres- 
sional pressures on the Administra- 
tion are already building up to al- 
low the Air Force to continue B-52 
and B-58 production next year and 
to speed up the B-70 program. So 
far, Defense Secy. Robert S. Mc- 
Namara is sticking to present plans 
to phase out B-52 and B-58 output 
and to hold the B-70 to a low-cost, 
low-priority level. 

Chances are good that U.S. de- 
fense officials will want to extend 
the somewhat dated early warning 
nets, such as DEW, Pinetree, and 
Sage, for detection of supersonic 
bomber strikes. In the Pentagon, 
officials even now are regretting 
the decision made two years ago to 
cut back the Nike Hercules and Bo- 
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New supersonic interceptor developed from original Fish- 
bed design carries potent air-to-air radar-guided missiles. 
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Beriev twin-jet seaplanes buzz Tushino airdrome. Designed 
for anti-submarine warfare, they are in 500-mph. class. 


marc antiaircraft missile programs. 

This week’s air display is new 
ammunition for those who argue 
that an “aircraft gap” is develop- 
ing between Soviet and U.S. avia- 
tion. They say Tushino proves that 
Russia is close on our heels all 
along the line, and actually ahead in 
bombers, helicopters, and perhaps 
other categories. 

Effect on world. Even more than 
Khrushchev’s announced suspension 
of military “demobilization” and his 
stepup of $3%-billion in Soviet 
military budget (page 87), the air 
show impressed Western officialdom. 
For one thing, it indicated con- 
vincingly that Russia has the hard- 
ware for anything from _brushfire 
conventional warfare to a nuclear 
holocaust. 

At midweek the Pentagon’s official 
line was that nothing in the air show 
took U.S. intelligence by surprise, 
that these latest aviation develop- 
ments had been known to our mili- 
tary leaders. Still, there was some 
concern as experts awaited detailed 
intelligence evaluations. 

Meanwhile, for the record, Deputy 
Defense Secy. Roswell L. Gilpatric 
said the Administration feels “our 
strategic position [ICBM and bom- 
ber forces] is now adequate.” 
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on its own 


BAC strikes out 


Commerce Dept. bids Business Advisory Council 
a tart good-by, indicates it may set up 
anew and more amenable group under the old name 


The Business Advisory Council 
this week made a clean break with 
the Commerce Dept. by announcing 
it would henceforth be an “inde- 
pendent organization of private in- 
dividuals.” 

The panel of top-level business ex- 
ecutives, which has maintained an 
official connection with the govern- 
ment for 28 years, in effect told Com- 
merce Secy. Luther H. Hodges that 
it would not accept the new rules 
Hodges had imposed on its opera- 
tions (BW—Apr.8'61,p27). And bow- 
ing to what may be Hodges’ final 
stricture on the council, the former 
BAC changed its name to the Busi- 
ness Council. 

Open for business. At a meeting 
in New York, members of the coun- 
cil offered their services to any de- 
partment of government. As a 
starter, the council will finish a 
study of maritime problems already 
under way for Hodges, and hopes 
for an assignment from Pres. Ken- 
nedy in connection with foreign aid. 

Roger M. Blough, chairman of 
U.S. Steel Corp. and of the council, 
says that government officials will 
continue to be invited to attend 
council meetings. Whether they at- 
tend with the alacrity they showed 
in the past is an open question. 

Velvet-gloved feud. Hodges and 
the council have been at odds since 
the Kennedy Administration took 
over. In a succession of moves he 
has cut both its prestige and privi- 
leges. And he has one possible move 
left that could virtually cut the old 
council out as a factor in govern- 
ment-business affairs. 

The new council has been in- 
formed by Edward Gudeman, Acting 
Secretary of Commerce, in a tartly 
worded letter, that Hodges intends 
to form a new Business Advisor 
Council, using the old name, wit 
members to be selected by Hodges. 
Gudeman says, in part: “The Secre- 
tary of Commerce still believes there 
is a real need for a Business Ad- 
visory Council to advise him and the 
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Department. Therefore we intend, 
if the present membership votes to 
disaffiliate from the Department, to 
continue in operation the Business 
Advisory Council in the Department 
.. . Therefore, if you and some of 
your associates choose to organize a 
separate and completely private 
organization, we recommend that 
you select a name other than ‘Busi- 
ness Advisory Council.’” 

Hodges’ rules. The new Com- 
merce Dept. council will operate 
under the Hodges rules—a govern- 
ment official present at all closed 
meetings, reporters invited to all 
meetings addressed by government 
officials, agendas to be prepared by 
Hodges, minutes to be submitted to 
the Justice Dept. as a check against 
antitrust violations. These rules 
apply generally to the 100-odd ad- 
visory committees serving govern- 
ment. Until Hodges became Com- 
merce head, they were not imposed 
on BAC. 

White House umpire. If Hodges 
wants to press the feud further, he 
can see that the original group gets 
nothing to do from the Commerce 
Dept., that its advice is not sought, 
and that Commerce officials do not 
attend its meetings. But he will need 
White House backing if he tries to 
freeze the old council out from other 
government departments. 

Blough and the executive commit- 
tee of the original council are taking 
care to see that this doesn’t happen. 

Last week—at a time when 
Hodges was salmon fishing in Can- 
ada—they got an appointment with 
Kennedy. 

In a statement handed to Ken- 
nedy, the executive committee said 
it wanted to “broaden the base of its 
advisory services so as to serve all 
areas of the government requesting 
its services . . .” Officers said that 





Kennedy “welcomed the broadened 
usefulness of the council.” 

Officials of the council don’t know 
what will happen next. 

The executive committee felt that 
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Roger Blough, chairman of U.S. Steel, 
leads BAC out of government fold. 


its session with Kennedy was 
friendly, and that he understood the 
council's point of view. But the Com- 
merce Dept. letter would suggest 
that if the council is to get a job from 
one of the government departments, 
Kennedy will have to intervene in its 
behalf. 

Broken link. No matter what hap- 
pens, it’s plain that a long-estab- 
lished and sometimes-controversial 
link between government and busi- 
ness has been severed—and at a time 
when the Administration’s relations 
with businessmen seem generally to 
be deteriorating due to disagree- 
ments over such matters as taxes, 
antitrust policy, foreign power, and 
pricing practices. 

The BAC was founded in the days 
of the New Deal as a means of bet- 
tering relations with business. In re- 
cent years, it has consisted of some 
65 active members, drawn over- 
whelmingly from the top echelon of 
large corporations, with about 100 
honorary and “graduate” members. 

It met about every other month, 
usually in Washington. The meetings 
were always considered private af- 
fairs by members, though in recent 
years the custom developed of brief- 
ing reporters on what the council 
thought about business conditions. 

Criticism occasionally was ex- 
pressed in Congress over arrange- 
ments that allowed the council 
members to confer with top govern- 
ment officials in a series of private 
meetings. Critics argued that this 
ave members a chance to detect the 
Sirection of government policy 
ahead of other businessmen. 














New Haven 
says It 
is licked 


The railroad gives up trying 
to make ends meet, 
files for reorganization 


After teetering on the brink of in- 
solvency for years, the New York, 
New Haven & Hartford RR finally 
filed for reorganization under the 
Federal Bankruptcy Act last week. 

Through its long decline, the road 
had kept out of the courts by econ- 
omizing stringently, by putting off 
major creditors with partial pay- 
ments, by deferring maintenance, by 
selling real estate and equipment, 
and by borrowing $39-million either 
from the government or from private 
lenders backed by government 
guarantees. 

Now the struggle to stay afloat is 
over and the question is: What hap- 
pens next? 

Bleak prospects. There are no 
clear answers, either for the long run 
or the short run. For the long term, 
the Interstate Commerce Commis- 
sion says: “If the New Haven does 
not receive substantial outside as- 
sistance, and if the commission does 
not permit wholesale discontinuance 
of essential passenger services, the 
road will never emerge from bank- 
ruptcy.” 

There is, however, a more im- 
mediate problem. George Alpert, the 
New Haven’s president, said last 
week that the road’s cash came to 
only $4.3-million, an amount he 
called sufficient to run the railroad 
until Aug. 1. Unless some $3-million 
to $4-million more than is presently 
budgeted can be generated this 
month, he said, “there will be a very 
great question of meeting the payroll 
in August.” So far this year, operat- 
ing revenues have averaged $10-mil- 
lion a month; operating expenses 
have averaged over $11-million. 

Loan rejection. The end came for 
the New Haven as a solvent corpora- 
tion after the Office of Civil & De- 
fense Mobilization announced that 
the road did not qualify for a loan 
of $5.5-million. With insufficient 
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money to run the railroad, let alone 
meet interest obligations, the com- 
pany filed for reorganization in the 
Federal District Court in New Ha- 
ven. 

The New Haven RR got into this 
predicament because it is everything 
a railroad shouldn’t be. It is bur- 
dened with commuters on whom it 
loses an estimated $6-million a year. 
It terminates more freight than it 
originates, requiring the costly re- 
turn of empty freight cars. It is clut- 
tered with low-density branch lines. 
And it is short. In effect, it is a huge, 
uneconomic switching yard. 

At one time the road was ex- 
tremely profitable, since it has a 
monopoly of rail transportation 
throughout much of its territory. 
Freight traffic more than offset losses 
from passenger operations. But with 
the passage of years, many New 
England industries that had given 
the railroad its freight disappeared. 
They were replaced by new lighter 
ones best served by trucks. Costs of 
maintaining passenger service rose, 
and the number of passengers de- 
clined with the advent of autos. 

Death-dealing blows. Two events 
in the past decade all but ended 
prospects of the New Haven ever 
regaining its old profit position. One 
was the hurricane and floods of 1955. 
The New Haven needed a $16-mil- 
lion loan to rebuild its right-of-way. 
The other was the construction of 
the Connecticut Turnpike, which 
not only competes with the New 
Haven, but also often parallels the 
tracks so closely that there is no 


Pres. Alpert of New Haven (center), surrounded by his officers and TV crew, 
prepares for press conference announcing first step of the road’s reorganization. 






room in which to build new industry. 

Since 1956, the railroad has in- 
creased fares bit by bit so that as it 
lost passengers, total passenger rev- 
enues remained fairly constant. The 
cost of running passenger trains, 
however, continued to mount. And 
freight revenues have fallen off sub- 
stantially since then. 

Unfulfilled hope. Alpert’s key 
hope was that he would win his 
battle for tax relief, and commuter 
subsidies before the railroad’s treas- 
ury ran out of money. If the New 
Haven could be relieved of the huge 
and mounting passenger deficit, he 
used to insist, it could survive and 
eventually streamline and modernize 
its plant to the point where it could 
recapture freight. 

In the struggle to keep going, the 
New Haven let its undermaintained 
property deteriorate just that much 
more. To put the road back in first 
class order will cost far more this 
year than it would have, say, two 
years ago. 

The road also leaned heavily on 
the federal government for financial 
help. With its loans or guarantees 
totaling $39-million Washington will 
now have a major voice in reorgan- 
ization proceedings, and perhaps in 
the management of the road if and 
when it emerges. 

Reorganizing the New Haven will 
not be easy. Eliminating _ fixed 
charges will accomplish little since 
the railroad is already losing money 
before it pays any. An estimated $80- 
million will be needed to rebuild old 
equipment and buy new. Another 
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Where ‘Backseat Driving’ Pays Off 


On land, backseat driving is scorned, usually pro- 
duces only trouble. At sea, however, driving from 
the “backseat” is proving to be a profitable method 
of operation, producing more efficient water trans- 
portation of petroleum. 

Sinclair Refining Company currently operates two 
unique “bridge-aft” ships for crude oil movement. 
The ships’ design eliminates the traditional midship 
superstructure. This has resulted in construction and 
maintenance savings and added cargo-carrying 
capacity. Operating experience has shown that these 


SNAME- Sinclair salutes the Society of Naval Architects and Marine Engineers, 
which since 1893 has contributed importantly to America’s maritime progress. 
Through its 7,000 members, the SNAME promotes the art and science of ship 
building and engineering, thereby helping to maintain the strength of the naval 
forces guarding our freedom and the merchant ships carrying our trade. 


SINCLAIR OIL CORPORATION + 690 





ships are easier to navigate and provide even greater 
crew safety than do conventional tankers. 

Satisfactory performance by these ships has led 
Sinclair to order two larger and faster “bridge-aft” 
tankers, each with approximately double the carry- 
ing capacity of the existing ships. 

Economical transportation is essential to an inte- 
grated organization dealing in a bulk commodity 
like petroleum, and the improved tankers which 
provide this transportation contribute to the profit- 
able growth of the organization. 
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$34-million will be needed to “ac- 
quire, construct, or make _better- 
ments to road property,” according 
to the railroad. 

Reorganization procedure. Under 
a normal reorganization procedure, 
court-appointed trustees run the 
railroad, pay its current bills, and 
meet certain obligations that are 
never excused. They may defer taxes 
and ignore interest payments on 
bonds. 

They are also required to reduce 
the railroad to that part which shows 
hope of earning money and abandon 
the rest. Finally, they are empow- 
ered to rebuild and modernize the 
property, selling government-backed 
receivers certificates to raise money. 
Raising money may be a serious 
problem for the New Haven’s trus- 
tees, however, in view of the road’s 
large net loss. 

Assuming that these problems are 
overcome, the trustees operate the 
road long enough to determine its 
earning potential. Then they submit 
a plan of reorganization based on 
this to the ICC. Stockholders and 
creditors may also submit plans. The 
commission chooses the most satis- 
factory plan or amalgamation of 
plans and submits it to the court, 
which may accept, reject, or send it 
back for changes. 

In the entire New Haven affair, 
one thing emerges: reorganization 
alone will not solve its problems, or 
for that matter the problems of other 
railroads with substantial and grow- 
ing commuter losses. Major forms of 
relief must still be provided. 

Government studies. This problem 
now is getting attention on three 
fronts within the federal govern- 
ment: 

1. The ICC has been investigating 
the New Haven’s plight since Mar. 
17, 1960, and is expected to issue its 
findings and recommendations soon. 

2. The Administration is complet- 
ing formulation of an over-all trans- 
portation policy that will be sent to 
Congress shortly. The program will 
call for more liberal tax depreciation 
policies, legislation to allow railroads 
to accumulate construction reserve 
funds free of taxes for capital im- 
provements, and legislation to forbid 
discriminatory and excessive state 
and local taxation on railroads. 

3. The Administration also is con- 
ducting a study to determine what 
role, if any, the federal government 
should play in helping cities solve 
their urban transportation problems. 
Among other things, this study is to 
help Pres. Kennedy decide whether 
federal loans or other federal as- 
sistance should be provided to com- 
muter railroads. A report is expected 
in October. 
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Westinghouse jumps 
an electronic gun 


Move to market this year, at competitive prices, 
“‘molectronic”’ units that reduce radio circuits to pencil- 
eraser size could bring on new electronic revolution 


Westinghouse Electric Corp. has put 
a sleeper play into action that could 
change the whole timetable of the 
hectic semiconductor industry, and 
speed up a new revolution in elec- 
tronics just as turbulent as the one 
brought on by the transistor. 

Westinghouse plans to invade the 
military, industrial, computer, and— 
most surprisingly—the consumer 
market this year with a full line of 
semiconductor devices that it calls 
molectronic modules. These are 
single chips or wafers of silicon that 
contain in one piece the functions of 
transistors, diodes, resistors, and 
capacitors—virtually all of the “in- 
nards” of electronic devices. 

Using these elements, the number 
of individual parts for, say, a six- 
transistor radio circuit shrinks from 
dozens of parts and interconnections 
to perhaps five tiny pieces (¥% in. by 
Y% in. in size). The whole assembly 
would be about the size of a pencil 
eraser. The logic circuitry of a fairly 
big computer would fit in a shoebox. 

Speed and price. It’s not the re- 
duction in size and complexity of 
electronic devices, though, that is 
most significant in the Westinghouse 
plans. Other companies, notably 
Texas Instruments, Inc., have pro- 
duced one-piece solid state circuit 
function modules. What has the in- 
dustry gaping is the Westinghouse 
timetable and pricing plans. 

Fred M. Heddinger, manager of the 
new Westinghouse Semiconductor 
Molectronics Dept. (BW—Jun.2461, 
pl01), says a number of different 
molectronic circuits will be pro- 
duced this year in large volume and 
at prices that will make them com- 
petitive with conventional consumer 
and industrial quality electronic 
components. By a year from next 
fall, he says, “several lines” of con- 
sumer products using Westinghouse 
molectronic circuitry will be out. 
Some 34 different modules in all 
now are in pilot production. 

To do that, the new semiconductor 
circuits will have to sell at unheard 


of low prices, probably in the $2 to 
$4 range. Solid state circuits of sim- 
ilar complexity now cost from $40 
to over $100 each, on a preproduc- 
tion sampling basis. 

Skeptical. But the industry’s reac- 
tion now is almost total disbelief. 
Many industry executives and scien- 
tists believe solid state integrated 
circuits of this type have a place in 
military equipment and spaceborne 
electronic systems. But most think 
they are a long way from being prac- 
tical for portable radios or TV. 

Texas Instruments is confident this 
type of circuitry will play a major 
role in electronics, but its spokesmen 
are openly skeptical of the Westing- 
house timing. “If they said three 
years,” said one TI executive, “I 
might not disagree.” TI will deliver 
to the Air Force this fall a computer 
made with its solid state circuits, but 
has no immediate plans to enter the 
consumer field. 

Gamble. Whether or not Westing- 
house is as successful as it predicts, 
its effort is bound to speed up the 
molectronic revolution. The use of 
solid state circuitry will affect even 
more manufacturers than the transis- 
tor. Solid circuits replace or eliminate 
not only vacuum tubes but such 
things as standard resistors, capaci- 
tors, and coils. 

Solid circuits are likely to be more 
reliable—but harder to make. Wes- 
tinghouse is taking a very long-shot 
gamble that it won’t run into great 
difficulties as it steps up production. 

But it has reason to gamble. The 
only semiconductor devices it makes 
now are high power devices. It has 
never got into the transistor race and 
doesn’t intend to now. So to keep its 
position in the electronics industry 
it has decided on the strategy of skip- 
ping a generation of technology and 
going straight to solid state circuits. 
To do this, it has built up a staff of 
over 150 molectronics specialists and 
spent more than $10-million in re- 
search (with two Air Force contracts 
adding nearly $5-million in support). 
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195 million in 
“ae dividends 


PLUS 


$46 million in 
retros ective 
refunds 


| PROTECTION IN DEPTH 


How it helps cut compensation costs 





Did you share in these $24,100,000 insurance savings? 


You did — if Liberty Mutual handled your workmen’s 
compensation insurance last year. 

There are two good reasons why Liberty’s compensa- 
tion policyholders each year save so many millions of 
dollars. First, it’s a matter of record that Liberty Mutual 
keeps its operating expenses far lower than the average 
for all other companies in this field. Second, Liberty offers 
its policyholders the sweeping benefits of protection 
in depth. 

This broad range of services in loss control has helped 
make Liberty the nation’s largest writer of compensation 


Look for more from 


insurance. Last year, it also helped us return $4.6 million 
under retrospective rating plans and $19.5 million in 
dividends — $24,100,000 savings to our compensation 
policyholders. More than that, we helped many policy- 
holders earn experience rating credits which will reduce 
their future premiums. Liberty Mutual policyholders 
also enjoy premium discounts allowed under rating plans 
in the amount of $3.0 million. 

If you didn’t share in these savings during 1960, just 
contact your nearest Liberty Mutual office. Find out 
how Liberty’s protection in depth can save you money. 





LIBERTY MUTUAL 


the company that stands by you 


LIBERTY MUTUAL INSURANCE COMPANY « LIBERTY MUTUAL FIRE INSURANCE COMPANY + HOME OFFICE: BOSTON 





Personal Insurance: Automobile, Fire, Injand Marine, Burglary, Homeowners * Business Insurance: Workmen's Compensation, Liability, Group Accident and Heaith, Fire, Inland Marine, Fleet, Crime 











In business 


TVA sues Westinghouse for $20-million 
over performance of turbogenerators 


The Tennessee Valley Authority this week sued Wes- 
tinghouse Electric Corp. for $20-million, charging that 
16 Westinghouse turbogenerator units in three TVA 
plants had failed to meet contract specifications. 

A Westinghouse spokesman promptly retorted that 
the machines have been “performing well for years,” so 
close to contract efficiency that no deficiency can be 
measured. 

The suit climaxes a feud that began in 1959, when 
the Comptroller General complained to Congress about 
the units. Westinghouse conceded that there had been 
some difficulties, and replaced the turbine spindles. 

This year, the Comptroller General’s office again 
complained that the machines still failed to meet speci- 
fications “by a fraction of a percent.” This is apparently 
the basis of the TVA suit, filed in the federal district 
court in Chattanooga. 


U. S. company gets Russian patents 
for exclusive licensing here 


A U.S. patent company has contracted with the Soviet 
government to receive exclusive licenses on 50 to 70 
Russian patents. Jerome Feldman, president of National 
Patent Development Corp., signed a contract last week 
in Moscow with Amtorg, the Soviet trading corporation. 

National Patent will offer the patents to its custom- 
ers, which include American Machine & Foundry Co., 
Avco Corp., International Latex Corp., and Thiokol 
Chemical Corp. 

Feldman says his company will make its profits on 
the spread between what it pays the Russians and what 
it receives from its customers. He estimates that if 
National Patent finds takers for half the Soviet patents, 
the Soviet Union could earn $50-million to $100-million 
yearly—far more than total U.S. trade with Russia. 

Feldman says the patents he has obtained cover such 
areas as electronics, ultrasonics, medical instruments, 
and machine tools. 





Ad anemia kills Coronet magazine 
despite rising circulation 


Coronet this week was added to the list of defunct 
general magazines. Esquire, Inc., after failing to sell 
Coronet, will stop publishing it with the October issue. 
The Reader's Digest and Curtis Publishing Co. have 
taken over responsibility for fulfilling Coronet’s 2.3- 
million subscriptions—offering either a refund or a 
choice of their own publications. 

It’s possible that Curtis’ Ladies’ Home Journal, which 
is locked in a circulation race with McCall’s at 7-million 
each, may benefit from the switch of some Coronet 
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subscribers. McCall’s this week announced plans to hike 
its circulation to 8-million by December, without charg- 
ing advertisers for the boost until the July, 1962, issue. 

The trade offered different theories for the demise of 
Coronet, whose circulation was rising as ad revenues 
fell. Some felt it was simply dwarfed by the 12.5-million 
circulation of Reader’s Digest, whose handbook format 
it shared. Others felt that this format itself had hurt in 
a time when advertisers favor large, single-picture ads. 


Bill for tighter drug regulation 
planned by Administration 


An omnibus bill to tighten contro] of drug manufactur- 
ing will be proposed by the Kennedy Administration, 
with no push for action expected until next year. 

The bill is expected to resemble, in milder form, the 
one already introduced by Sen. Estes Kefauver (D- 
Tenn.). It would omit the Kefauver demand for federal 
licensing of drug manufacturers and the shorter life 
span for exclusive patents. However, it may call for 
separate bills for more supervision of drug advertising 
and for a tighter patent law. 

Because the bill will overlap the earlier Kefauver 
measure, it may grate on Congressional sensibilities; it 
will be steered away from Kefauver’s antitrust sub- 
committee. 


Business briefs 


Final decision on the parceling out of ownership of a 
commercial satellite communications system is unlikely 
before another year or so. Early next month, Congress 
will hear from small business on the matter. The White 
House intends to lay out new performance requirements 
for the system, and then let an industry ad hoc commit- 
tee recommend an ownership plan; it will also spell out 
the roles of government agencies, primarily FCC and 
NASA. 


Stockholders of Chicago’s Reuben H. Donnelley Corp. 
and Dun & Bradstreet, Inc., will be asked to vote on a 
proposed merger based on two shares of Dun’s common 
stock for one of Donnelley’s. Last year Donnelley 
earned $3,767,096 from its publishing and direct mail 
business; Dun’s net was $6,264,863. 


Eight major defense contractors, with combined em- 
ployment of 760,000, have signed voluntary plans to 
eliminate job discrimination. The companies are: West- 
ern Electric, Boeing, Douglas Aircraft, General Electric, 
Martin, North American Aviation, RCA, and United 
Aircraft. 


Jones & Laughlin Steel Corp. this week headed the 
industry’s parade back from the first-quarter financial 
slums. J&L reported second-quarter earnings of $1.13 
per share—up 11% over the year-before period—al- 
though sales were down 9%. 


SUSINESS WEEK July 15, 1961 








GC 
gu 


Ta 
on. 
hol 





y 


ike 
irg- 
ue, 
» of 
ues 
ion 
nat 
t in 
ids. 


‘ur- 
on, 


the 


ral 
life 
for 
ing 


ver 
: it 
1b- 


fa 
ely 
eSs 
ite 
nts 
rit- 
yut 


nd 


rp. 
da 
on 
ley 
ail 


3961 





JFK suspected of 
foot-dragging on 
Berlin buildup 


Administration 
plays down the 
possible cost 


GOP foreign policy 
guide coming up 


Tax bill hinges 
on a fight to 
hold up revenues 


Washington outlook Bi 


July 15, 1961 


The mood in Congress is to give Pres. Kennedy anything he asks for to’ 


meet the Berlin crisis. 

There’s little thought that he will ask too much. 

But there’s an undercurrent of worry that he will not ask enough. 

In part, this mood reflects what lawmakers learned when they were back 
home last week, talking to voters. 

Kennedy and his aides recently have been talking about awakening the 
public to needs for a strong Berlin stand. Many lawmakers feel the public 
is now ahead of the White House. 

There’s a feeling in Congressional circles that the Administration is 
dragging its feet in the Berlin buildup. On Monday, for example, Kennedy 
ordered a two-week study of whether ready military strength should be 
increased. 

Key lawmakers feel there’s no need to study the question. 

The possible U.S. steps are already well known: Call up the National 
Guard and part of the ready reserve; put some of the strategic bomber fleet 
on constant airborne alert; deploy more combat forces to Europe; strengthen 
the Berlin garrison. 


Whatever Kennedy decides about Berlin will cost money. 

One lawmaker with wide experience in military matters believes the cost 
of a buildup of sufficient size to impress Khrushchev will run between 
$2-billion and $3-billion, even if it lasts only eight months. 

Another estimate puts the cost of calling up three divisions from the 
active reserves and putting the Strategic Air Command on a 20% air 
alert at $1.5-billion. 

So far, Administration spokesmen play down the possible cost. 

One theory is that Kennedy is postponing the final decisions until 
Congress acts on foreign aid and the school bill, rather than risk having 
these measures cut back to pay for the buildup. 


A Republican move to draw up a statement of the party’s position on 
foreign affairs stems in part from the general uneasiness in Congress about 
Kennedy’s conduct of foreign affairs. 

Sen. Minority Leader Everett Dirksen says the study as he sees it will 
be merely a statement of the views of GOP senators. Others, led by Sen. 
Jacob K. Javits (R-N. Y.), have in mind a formal party conference consisting 
of members of both houses of Congress, governors, and national committee- 
men. If held, the conference would put the party on record as backing the 
strongest kind of stand against Khrushchev, in Berlin and around the world. 


Whether the Administration gets its wish for a tax credit to stimulate 
investment in new plant and equipment now depends on how big a price 
the Treasury is willing to pay for it. : 

The price will be in lost revenues. 

The details are being hammered out in a series of closed-door sessions 
of the House Ways & Means Committee. Treasury Secy. Douglas Dillon 
and a battery of some 20 Treasury aides are attending—a sign that the 
committee is radically altering original Treasury proposals. 


bd 





Hoffa’s power 
raises odds on 
antitrust action 


Washington outlook continues 


The Treasury version called for $1.7-billion in tax credits for investment, 
to be offset dollar-for-dollar by increased revenue from such sources as 
withholding on dividends and interest, tighter expense account rules, imme- 
diate taxation of earnings abroad, and dropping the $50 dividend exclusion 
from the present law. 

The committee would just as soon allow the investment credit but as a 
flat 8% instead of the sliding scale the Treasury first requested. But it has 
run into a storm of business objections to the methods suggested for raising 
the offsetting $1.7-billion. The committee is now cutting the new-revenue 
proposals. 

The question is how much loss Dillon will accept. 

The loss can be reduced by lowering the amount of the credit. For each 
1% reduction in credit, the Treasury saves about $220-million revenue. 
But the economic impact on new plant and equipment would also be less, 
and at some point, Dillon will draw the line. 

If the committee and Dillon can reach an agreement, a bill will be 
presented to the House this session with favorable chances of adoption. 
The question then would be whether the Senate will have time to hold 
its own hearings and move the bill toward a showdown this year. 


Pressure to apply the antitrust laws to labor unions will mount as a result 
of James R. Hoffa’s demonstration of power at the Teamsters Union con- 
vention in Miami last week. 

Hoffa stands alone as the most powerful union boss in the country. And 
the convention gave him new authority that could lead to a nationwide 
strike of Teamsters by 1964. Hoffa has said he will not use this power, but 
few take this promise seriously. 

A national Teamsters strike could mean complete economic paralysis 
almost in a matter of hours. 

Under the new rules, all Teamsters locals must now join in regional 
compacts with Hoffa aiming for common expiration dates in 1964. If Hoffa 
progresses toward this goal, some kind of anti-Hoffa legislation seems 
quite likely. 

Other union leaders are concerned. They know it was Hoffa’s use of 
underworld characters in Teamsters’ affairs that led to the Landrum-Griffin 
anti-racketeering law, which they fought hard. They would also fight 
an antitrust law applying to unions. But if Hoffa again becomes a prime 
target in Congress, they realize they could be drawn into another losing 


battle. 


Even at his new pinnacle, Hoffa’s troubles aren’t over. 

His attorneys expect anti-Hoffa Teamsters to try to block a dues increase 
voted by the convention. Until the convention action, the power to raise 
dues was assumed to be in the hands of locals. 

The Justice and Labor Departments are culling records of the convention 
for possible violations of the Landrum-Griffin law. 

On the other side, Hoffa’s drive for respectability is gaining. He has been 
asked to speak before the National Press Club in Washington next month, 
a forum usually reserved for heads of foreign states and top government 
officials. A year ago, when Hoffa hinted he would like an invitation, the club 
did not invite him. 
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Engineers, technicians, retired brass join clerks on line to hire out by day, as 
more and more companies find they need temporary specialists for special jobs. 


MANAGEMENT 


Temporary hiring 
climbs up the ladder 


Agencies providing temporary help for business mount higher 
into multimillion-dollar volume as they expand their services 
from clerical help all the way to top executives 


The president of a medium-sized 
company found himself in a bind. 
His sales vice-president, about to 
reach mandatory retirement age, was 
making plans to move in on two 
potentially rich territories. To keep 
the man on would establish a bad 
precedent. But to force him to re- 
tire might foul up the new sales 
drive. 

The president found a novel solu- 
tion that avoided both pitfalls. The 
vice-president retired, joined a serv- 
ice that provides temporary employ- 
ment, and was back at his old desk 
the next day. 

This sort of job assignment is not 
exactly standard practice in the $150- 
million temporary help industry. The 
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industry’s traditional role has been 
to supply secretaries, clerks, and 
other office help—the positions at the 
lower rungs of the job ladder. But 
these days the temporaries say they 
will fill any job right up to the top— 
all the way from oil rigger to the 
production manager of a soap com- 
pany. 

Samples. Here are some samples: 

« A morticians’ convention sent a 
rush order to Manpower, Inc., largest 
outfit in the field. They needed a girl 
to demonstrate a new product that 
lifted a body from a slab and laid 
it gently in a coffin. 

" Kelly Girl Service, Inc., recently 
assigned 100 girls to an auto com- 
pany in Los Angeles. In a massive 


telephone sales campaign, they made 
80,000 phone calls to prospective cus- 
tomers in less than a month. 

* Employer's Overload Co. made 
up a “package” for an oil company 
drilling an aia well. The group 
of 30 engineers, purchasing agents, 
clerks, and roughnecks was rented 
out by the day at a set fee. 

These three companies, plus West- 
ern Girl, Inc., and Workman Service, 
Inc., are the big five in temporary 
help. This year their billings will hit 
a total of $80-million. Several hun- 
dred smaller services should do 
about $70-million more. 

New entry. Last week the industry 
got a jolt when Comptometer Corp. 
announced plans to have 60 tem- 
porary help offices opened by the end 
of the year. It’s the latest move in 
the business machine manufacturer's 
diversification program. 

Comptometer isn’t a complete 
novice in its new field—for several 
years it has rented out operators 
along with its calculating machines. 
Now it plans to offer all types of 
office workers. Its ComptoHelp di- 
vision is headed by Omar A. Haugen, 
who was lured away from a vice- 
presidency at Employer’s Overload. 

Behind the push. What's pushing 
the expansion of temporaries is the 
business trend toward buying out- 
side consultant and other services, 
and leasing equipment instead of 
owning it. Companies hire consult- 
ants for planning jobs, lease autos 
and trucks, computer services, and 
machines. 

For personnel, this means what 
Kelly Girl calls “stabilized staffing” 
—keeping a company’s own staff to 
absolute minimum, and calling in 
temporary help for peak jobs, such as 
end-of-month billing. Even special 
high-level management assignments 
are being filled this way, they say. 

The industry still prides itself, 
though, on finding people fast for 
important one-shot jobs. Minutes 
after the first Russian Sputnik was 
sighted, the Harvard Observatory 
asked Kelly Girl for two mathema- 
ticians with masters degrees. In a 
few hours, the two needed women 
were helping track the satellite. 

Another agency had to rush to a 
racetrack to sign up an exercise boy 
for a special job—crawling into a jet 
engine. His qualification: a head 
small enough to fit through a 7-in. 
opening to inspect a cracked com- 
bustion chamber. 

How they grew. Unlike employ- 
ment agencies, the temporaries carry 
employees on their own payroll, 
lease them out. They bill clients for 
the wages plus a fee that runs from 
25% to 40% above the employee's 
pay rate. Companies pay this stiff fee 
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Y, For Stainless Steel, call your nearest Steel Service Center. 





Outsmart corrosion with (ss) Stainless Steel 


What’s your corrosion problem? Acid? Water? Harsh 
atmospheres? Solve it with Stainless Steel. Whether 
you operate a tank truck fleet or manufacture fine 
paper, whether you specify switch lamps or build 
skyscrapers, Stainless Steel offers unsurpassed resist- 
ance to crippling corrosion. 

In industrial applications, Stainless Steel resists 
the corrosive effects of strong acids, so equipment 
lasts much longer, eliminating premature shut- 
downs. Stainless is strong, too, so it can be used in 
critical applications without fear of breakdown. In 
the chemical industry, Stainless is widely used be- 
cause it is so easy to clean and does not become 
contaminated. These same advantages make Stain- 


less ideal for the drug industry (where absolute 
sanitation is a must) and even for hospital operating 
rooms (which are almost all Stainless these days). 

Stainless Steel can give a product the competitive 
edge. Its worth to you is far greater than its addi- 
tional cost because of its excellent corrosion resist- 
ance, strength, appearance and superior heat resisting 
properties. Design quality and long life into your 
product—design with Stainless Steel. We welcome 
a chance to work with you when you are planning 
new products made from Stainless Steel. For more 
information write United States Steel, 525 William 
Penn Place, Pittsburgh 30, Pennsylvania. USS is a 
registered trademark. 











No Stainless Steel tanker has ever worn out. 


The tankers here are fabricated from type 304 Stainless Steel, and can carry a variety of acids and chemicals with only a clean-out between trips. No worries 
about cargo contamination or corrosion, even from many harsh acids. And because Stainless cleans more quickly, the tankers are loaded for the return trip 
sooner... another marketing edge because of Stainless. No Stainless Steel tanker has ever worn out. Tank trailers manufactured by the Tank Division of 


The Heil Company of Milwaukee, Wisconsin. 
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How to soften water with Stainless. 


This Stainless Steel water softener will last. It is corrosion-proof inside and 
out. Stainless Steel resists the strong corrosive action of the brine used in 
the softening process so maintenance is sharply reduced and the tank will 
last longer. You can install it in your cellar game room and you won't have 
to worry about appearance because an occasional wipe with a damp cloth 
will keep it clean and shiny—always. Water softener is manufactured by 
General lonics Division of Salem-Brosius, Inc., Carnegie, Pennsylvania. 
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Stainless Steel switch lamps Why Stainless Steel is preferred in the pulp and paper industry. 
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Keep cool with Stainless. 


Ice cube bins provide their owners with an assured inventory to meet 
unpredictable demands. The service of providing ice cubes to the 
public is full of peaks and valleys of requests. Bins made of Stainless 
Steel can meet all these situations with steady performance. Inside, 
they will always be sanitary because they won’t corrode and even the 
harshest cleaning agents won’t harm the surface. Outside, their 
shiny appearance will always stay shiny for the same reasons. Bonus: 
because Stainless is so strong, it resists the bumps and thumps of 
hard usage, doesn’t dent or “dimple.” Ice chest is manufactured by 
the Roy Follett Corporation of Phillipsburg, New Jersey. 





cost the same as cast. One paper manufacturer puts it this way: “Stainless is used extensively to resist corrosion 


The housing for this railroad switch lamp is all Stainless. 
It stands out in the weather all year ‘round. Many of these 
lamps have been in continuous service for five years 
without one sign of corrosion. This lamp is lighter than 
cast units, yet costs no more. For interior maintenance, 
the hinged top opens instead of swinging the entire 
body open as in previous cast lamps. Here dependable 
Stainless gives a light, first-class housing. Switch lamp 
manufactured by Lovell-Dressel Co., Arlington, N. J. 


from acid conditions present in many operations. One important use is for piping pulping 
liquors. Stainless is preferred for its low cost, cleanliness and ease of maintenance. 
Papermaking machines are now being built of Stainless because it is the best investment 
a company can make in terms of long life, corrosion resistance, ease of cleaning and 
reduced maintenance. 
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United States Steel 














NO OTHER COMPUTER 
IS AS FLEXIBLE 
AS THE PHILCO 2000 
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to meet your future requirements 


The Philco 2000 is not just a single computer but is an extremely 
flexible system of interchangeable functional units. These are com- 
pletely compatible and can be assembled into any combination to 
meet your present requirements. And, your system can be updated 
or expanded at any time, without reprogramming, simply by adding 
or replacing these units. For instance, you can replace the arith- 
metic and control unit or the magnetic core memory with faster 
ones as your requirements change. Only Philco provides such 
great flexibility. Write today for detailed information. 


PHILCO 


Famous fer Quality the World Over 


PHILCO CORPORATION © GOVERNMENT & INDUSTRIAL GROUP 
COMPUTER DIVISION, 3900 WELSH ROAD, WILLOW GROVE, PA. 






Wanted: boy with 7-in. head to inspect 
inside of jet combustion chamber. 


because they save expenses of hiring 
and firing, fringes, and such head- 
aches as workmen’s compensation. 

The business really started picking 
up momentum after World War I— 
only Workman Service of the big 
five was operating before 1946. Man- 
power, typically, started as a one- 
man office in Milwaukee in 1948, 
now has 222 U.S. offices and 27 
more in 14 foreign countries. By 1956 
gross billings—wages plus fees— 
from 30,000 companies came _ to 
$11.5-million. For the fiscal year 
ended June 30, 1961, 73,000 custom- 
ers paid $37-million for services of 
130,000 temporary workers. 

About a fourth of Manpower’s of- 
fices are owned outright; the rest are 
franchise operations that pay 6% of 
billings for use of the name. 

Detroit-based Kelly Girl had a 
volume of $848 in its first year, 1947; 
it’s expected to hit $20-million this 
year. With 70,000 part-timers listed 
at its 140 offices, it will service about 
75,000 customers this year. It’s prob- 
ably the most centralized of the lot 
—Detroit handles all payroll and 
billing. It sells no franchises. 

Harder going. This kind of success 
is drawing competition like flies. 
Hundreds of small, local services 
have started in the last few years. 

Some temporary help executives 
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Blister Packages of Butyrate Sheet 


Shoppers for tools are like shoppers for most things...they reach for 
merchandise that's quality-packaged to stay factory-new, and clearly 
displayed for a close look—important factors in self-service. With this 
thought in mind, Fuller Tool Company began blister-packaging its pliers 
in sheet extruded of tough Tenite Butyrate...and sales almost doubled. 

Notice how the blisters have been formed to fit the different sizes and 
shapes. The sturdy, transparent Butyrate plastic sheet keeps the pliers 
snugly in place, protected, and clearly visible. You can read every word 
on the cardboard backing. 

Packaging is fast. The side edges of each sheet are firmly creased 
and folded under about %-inch. With pliers cradled in the blister, the 
cardboard is simply inserted into these grooves. Opening is just as fast 
—the resilient sheet can be slipped right off, permitting a prospective 
buyer to get the “feel” of the tool. 

Sheet of Butyrate keeps its high gloss despite rough and frequent 
handling, and has the strength to hold contents of considerable weight. 
Yet it is readily heat-softened and deep-drawn to intricate shapes by 
thermoforming—a fast, low-cost process. And blisters may be easily 
applied to backing cards by means of heat sealing, as well as by 
stapling or flange-fit. 

These advantages make blister-packaging with Tenite Butyrate popu- 
lar for small things that have to be kept together... heavy things that 
have to be kept in place...delicate things that have to be protected... 
pretty things that have to be shown...a host of things a shopper wants 
to get exactly as packed at the factory. 

For more information about packaging with Tenite Butyrate, write 
EASTMAN CHEMICAL PRODUCTS, INC., subsidiary of Eastman Kodak 
Company, KINGSPORT, TENNESSEE. 
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Pliers manufactured by 

Fuller Tool Co., New York 67, N. Y.; 
blister-packaged in sheet of 

Tenite Butyrate extruded by 

Joseph Davis Plastics Co., Kearny, N. J., 
and thermoformed by Plaxall Inc., 

Long Island City, N.Y. 











100th C-E Controlled Circulation Steam Generator in Service 
Here, at the Allen Plant of the Duke Power Company, Belmont, N. C., an important milestone 
was reached late last year when C-E’s 100th Controlled Circulation Steam Generator was placed 
in service. This is the fourth such unit to be installed at Allen and a fifth is now under construc- 
tion. Duke Power Company also has units of this type installed in four other generating stations. 





HOW C-E HELPS MAKE ELECTRICITY 


Since fuel cost is the largest single item of expense 
in the generation of electric power, the use of less 
fuel per unit of electricity produced is of interest 
to all—residential and industrial consumers alike. 
And C-E’s Controlled Circulation Steam Generator 
has helped many of the nation’s leading electric 
utilities to reduce fuel costs per kilowatt-hour, 
thereby keeping electricity America’s biggest bar- 
gain. 

With a design that provides controlled, positive 


fluid flow through miles of tube circuitry, the C-E 
Controlled Circulation unit has encouraged and 


facilitated the use of higher steam pressures. And 
with higher pressures, less fuel is required to pro- 
duce a kilowatt-hour of electricity. The result—a 
major contribution to low cost power, even in face 
of continuing inflation. 


Most high capacity steam generators of recent 
years have been designed for high pressure opera- 
tion—in the range of 2400-2550 lbs. per sq. in. 
And most of these units—not only in this country 
but also in Australia, Canada, England, France, 
Italy and Japan—have been C-E Controlled Circu- 
lation Steam Generators. So wide has been the 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTORS; 





AMERICA’S BIGGEST BARGAIN 


acceptance of this design for high pressure utility 
installations that orders placed during the past 
decade represent an aggregate capacity of about 
30 million kilowatts, or, expressed in dollars, about 
$750 million. 


Whether your steam requirements be large or 
small, you can look to C-E for boilers of the most 
advanced designs. 


COMBUSTION ENGINEERING 


Background of the Controlled Circulation Steam Generator 


The first installation was made in the Somerset Station of the Montaup 
Electric Company in 1942. Following years of extensive study and test 
of this pioneering installation, the generator was offered as a fully 
developed and proven design in 1950. In that year, several large util- 
ities placed: orders, the first being from the Virginia Electric & Power 
Company for its Chesterfield Station. It is interesting to note that 
Stone & Webster Engineering Corporation, consulting engineers for 
the original installation at Montaup, were also consultants for the 
Chesterfield installation. The trend to controlled circulation and higher 
pressures was under way and was soon to become the most significant 
trend in contemporary steam power practice. 


GENERAL OFFICES: Windsor, Conn. 
NEW YORK OFFICES: 200 Madison Avenue, New York 16 
C-320 


PAPER MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIPE 























Model W11D—11 gallon capacity 


NEW WESTINGHOUSE “WALL LINE” WATER COOLERS 
FIT FLUSH TO WALL-CONCEAL PLUMBING 


Notice—‘‘WALL LINE" cooler fits flush against the wall . . . no unsightly 
pipes. Plumbing is concealed within the cabinet . . . gives you 4 to 6 extra 
inches of usable passage space. With new slip connections, installation is 
easier and less expensive. 21 models available. A type and size for every 
need. Available for rent in many cities . . . for sale everywhere. Check your 
Yellow Pages under ‘‘WaterCoolers."' You canbe sure... if it’s Westinghouse! 

















r 
| WESTINGHOUSE ELECTRIC CORPORATION | 
| water Cooler Dept., 300 Phillippi Road | 
| Columbus 16, Ohio | 
| Please send me complete information on Westinghouse | 
| ‘‘Wall Line’’ Water Coolers. | 
| NAME | 
| | 
COMPANY 
| ADDRESS | 
| | 
| CITY ZONE__STATE | 

Westinghouse |! wt 
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Crew of 30, from roughnecks to engi- 
neers, hires out for offshore drilling. 


think Comptometer will have a 
harder time breaking into the field 
than it thinks. Though the business 
is booming this year, competition is 
cutting into profit margins. For the 
first time, some nationwide compa- 
nies had to close out some offices. 
Some think there are too many serv- 
ices operating already and a shake- 
out is in the works. 

It's getting tougher to recruit tem- 
porary workers. Housewives after 
extra money—the traditional source 
—are harder to sign up. People for 
high-level jobs are hard to find; 
there aren’t enough retired execu- 
tives and other top temporary job 
prospects to go around. 

New ways to grow. Nevertheless, 
the temporary services are finding 
new ways to grow. The trend is out 
of the office and into marketing and 
technical areas, which include a large 
number of supervisory and execu- 
tive-level jobs. 

In one of the biggest marketing 
jobs, Manpower hired out 200 sales- 
men, with the executives to train and 
supervise them. The salesmen went 
on the road to introduce Dow Chem- 
ical Co.’s new antifreeze. 

Companies are stepping up tem- 
porary use of engineers, draftsmen, 
mechanics, computer specialists. 
They need large crews for a rapid 
changeover when they install new 
data processing equipment, and pro- 
gramers in the $10,000 to $20,000 
bracket to teach computers new jobs. 

Manpower estimates it already 
does 35% of its business in jobs 
above the humdrum clerical level, 
sees more coming. End 
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Your warehouse on wheels! 


Interstate System’s comprehensive service 


can help you minimize inventories — safely! 














Grand Rapids, Michigan 


Canadian Offices: Toronto, Montreal 


REGULATED 


ROUTES RATES SERVICE 





@ Consider this. In America’s industrial 
heartland, where more than 80% of the 
nation’s productive capacity. is con- 
centrated, Interstate System moves 
more freight than any other motor 
carrier in the business. Service is swift, 
safe and dependable —direct, single- 
line, with one-carrier responsibility. 


To you, this means effective inventory 
control. Inventories can be minimized 
safely; your investment in unproductive, 
costly storage space and stock reduced 
correspondingly; and your purchasing 
power will be freed-up for more effec- 
tive, advantageous use. Savings can be 
significant. We're in the Yellow Pages. 


INTERSTATE SYSTEM 


MORE THAN A TRUCK LINE. 


--A TRANSPORTATION SYSTEM 








To resist Communist expansion 
over the past 15 years, the U. S. 
has formed a worldwide network of 
military alliances and rebuilt 

the economies of Western Europe 
and Japan. The cost in foreign 

aid: about $80 billion... 





Coming up now is a ‘‘decade of de- 


velopment’’ focused on Latin America, 


Africa, and South Asia. The goal 

is to finance social and economic 
revolution in these underdeveloped 
areas — with no strings attached. 
The cost in U. S. aid: another 

$80 billion — or more. 
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Keeping out the Reds by revolution 


Administration thinks it’s only way to win against 
Communists, but businessmen and others see pitfalls, risk 
to Free World. Latin America points up the problems 


In meeting the constant Communist 
threat to Europe, Asia, and the Mid- 
dle East over the past 15 years, the 
U.S. had to take on a staggering load 
of financial and military commit- 
ments around the world (map). The 
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European Recovery Program was fol- 
lowed by the Mutual Security Pro- 
gram, with a little “Point 4” technical 
assistance thrown in. After the 
NATO ailiance in Western Europe 
came SEATO in Southeast Asia, and 


then CENTO in the Middle East. 

U.S. involvement in all these 
costly arrangements, with the foreign 
aid bill running to $80-billion, was 
the price for our policy of contain- 
ment and for our determined effort 
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to rebuild a capitalist economy for 
the Free World. 

Now, largely in response to Com- 
munism’s recent thrust into new 
areas—Africa and Latin America— 
the Kennedy Administration _ is 
widening this country’s international 
commitments in a way that would 
have been inconceivable a few years 
ago. 

To prevent the spread of Com- 
munism via the Cuba route and of 
anarchy on the Congo model, the 
Administration has committed itself 
to support the revolution of rising 
expectations that has been building 
up steadily over the past decade in 
South Asia, Africa, and Latin Amer- 
ica. 

Massive aid. We will join forces 
with this revolution, if Pres. Kennedy 
and Secy. of State Rusk have their 
way, by providing massive amounts 
of development aid, by sponsoring 
social and political change, by agree- 
ing to new international commodity 
schemes, and by encouraging the 
general adoption of five-year or 10- 
year economic plans such as India’s. 
The total cost in foreign aid over this 
decade could easily equal the $80- 
billion total over the past 15 years. 

The new commitments are _pri- 
marily economic and_ social—not 
military. Thus, they may appear to- 
day—with a new Berlin crisis staring 
us in the face—to be far less risky 
than the old ones. But our new in- 
volvement in world affairs could 
be more of a gamble than the old, 
and might even result in weakening 
rather than strengthening the Free 
World. 

“Preclusive revolution.” The Ad- 
ministration’s aim, in effect, is to 
sponsor and finance in vast areas of 
Asia, Africa, and Latin America what 
might be called “preclusive revolu- 
tion.” That is an adaptation of the 
term—preclusive buying—that the 
Board of Economic Warfare used 
during the last war when it searched 
the world for vital war materials 
simply to keep them out of enemy 
hands. 

Put the Administration’s new goal 
on a broader, loftier level, and the 
purpose is analogous. The nations we 
will be helping, most of them already 
neutral, are not expected to be allies 
or to develop along capitalist lines. 
Under the new program, they can go 
their own non-Communist way. 

Administration’s view. The Ad- 
ministration is not describing its goal 
in quite these terms, of course. But it 
is using labels and phrases that tell 
the story pretty well. International 
Development Program is the name it 
gives to the over-all aid operation, 
Alliance for Progress the term for the 
Latin American part of it. Kennedy 
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has designated the 1960s as the 
Decade of Development. 

There's this ringing declaration 
about the emerging nations from one 
of Kennedy’s recent speeches: “Their 
revolution is the greatest in human 
history. They seek an end to injustice, 
tyranny, and exploitation . . . and 
theirs is a revolution which we would 
support regardless of the ‘cold war,’ 
and regardless of which political or 
economic route they should choose 
to freedom.” 

In defending this largely un- 
charted venture in development eco- 
nomics, top White House and State 
Dept. officials argue that the U.S. 
has no alternative. Either we must 
succeed with the venture, especially 
in Latin America, or Communism 
will win the world. Adlai Stevenson, 
on returning from his recent tour of 
South America, declared that to suc- 
ceed we must make as determined 
an effort as we would in the face of 
a military attack. 


I. Business’ qualms 


One of the big questions, of course, 
is what impact all this will have on 
the U.S. economy and on the eco- 
nomic stability of the Free World’s 
advanced industrial nations gener- 
ally. By adding greatly to U.S. aid 
expenditures abroad, and to the U.S. 
budget deficit, the Administration 
can hardly avoid aggravating our bal- 
ance-of-payments problem. 

At the same time, a U.S. policy of 
sponsoring revolutionary change in 
the underdeveloped countries could 
well undermine the position of U.S. 
private investment in many areas. To 
a considerable degree, the revolution 
of rising expectations is a_ revolt 
against capitalism, or at least against 
the way it seems to operate in the 
underdeveloped nations. 

“It took 15 years and many billions 
of U.S. government dollars to re- 
build the capitalist world on the 
Bretton Woods pattern,” says one 
critic. “The Administration will bring 
the system crashing down, if it isnt 
careful.” 

Growing opposition. In the busi- 
ness community there is growing op- 
position to the whole venture, not so 
much because our aid spending will 
go up as because the new goal 
doesn't seem to make sense. 

The opposition comes even from 
consistent supporters of foreign aid 
and from executives who realize that 
U.S. companies will have to adjust 
their foreign operations to the na- 
tionalist ferment and socialist trend 
in such areas as Latin America. The 
average corporation executive with 
experience in foreign business doesn’t 
go along with the warm endorse- 


ment the Committee for Economic 
Development has given Kennedy’s 
Alliance for Progress. 

Business is not backing this pro- 
gram, or foreign aid generally, as it 
did the Marshall Plan. Nor are busi- 
nessmen willing to take jobs in the 
new unified aid agency Kennedy is 
setting up. 

Contradictory. Most executives 
think that, in attempting to finance 
both economic development and so- 
cial revolution in the underdevel- 
oped nations, the U.S. will be pursu- 
ing contradictory objectives. Social 
reform involves a redistribution of 
income and tends to increase con- 
sumption expenditures at the cost of 
savings and investment, on which 
growth depends. This is especially 
true where population is rising 
rapidly, as it is in most underdevel- 
oped nations, and there is a high 
ratio of dependents to producers. 


Il. Handicaps to growth 


Certainly, the current environment 
for economic development is very 
different from that in which the in- 
dustrialized Western countries en- 
tered the stage of rapid growth. If 
you take three important elements 
that have changed—population pres- 
sure, technology, and politics—you 
find that in only one case is the pres- 
ent environment more encouraging. 

This is the fact that the pool of 
technological knowledge is _ far 
greater today. Much of this knowl- 
edge can be transferred from the ad- 
vanced countries to accelerate de- 
velopment. 

The higher rate of population in- 
crease today is a definite handicap 
(chart, page 59). 

In the past (except for land-rich 
countries such as the U.S. and Rus- 
sia) the increase has normally been 
less than 1.5% a year during the early 
stages of growth. In most underde- 
veloped nations today, population is 
growing at the rate of 2% to 3% a 
year. These nations also have a high 
ratio of dependents to producers— 
thus tending to consume all their 
output rather than devoting a siz- 
able share to investment. 

Then, in the political area, the 
revolution of rising expectations, en- 
couraged by modern communica- 
tions, constantly adds to new popular 
wants. These lead to diversion of re- 
sources for providing social security 
and higher consumption. Present-day 
nationalism also threatens to dry up 
foreign private investment—an im- 
portant source of capital in the past. 

Whatever the doubts of a few 
officials and the average business- 
man, the Administration is pretty 
well committed to its venture in pre- 
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clusive revolution. Only if Congress 
were to emasculate this year’s re- 
quest for $4.8-billion in economic 
and military aid, trimming it by a 
third or more, would Kennedy draw 
back. Even if he doesn’t get the long- 
term borrowing authority he has re- 
quested, the President undoubtedly 
would go ahead, hoping to change 
Congress’ mind next year. 


Ill. Regional patterns 


There can be no doubt at ali about 
Washington’s commitment to Latin 
America. It is as definite today as 
was our commitment to Europe in 
the fall of 1947, a few months after 
Secy. of State George C. Marshall 
made his offer to help European re- 
covery. Already there is talk in 
Washington of making the Alliance 
for Progress a separate aid program. 

The U.S. has taken the initiative 
in calling the Inter-American Eco- 
nomic Conference, which is to start 
Aug. 5 in Montevideo, with all the 
Latin American republics attending 
except Cuba and the Dominican Re- 
public. At this meeting, either Pres. 
Kennedy (if he can attend) or 
Treasury Secy. Douglas Dillon will 
ask the Latin American nations to 
submit interim development _pro- 
grams and to agree to work out long- 
term economic plans on the Indian 
model. 

The U.S., for its part, will become 
a member of a joint development 
planning organization and will be ex- 
pected to cover the foreign exchange 
deficits involved in each country’s 
plan. The new financial commitment 
will be in addition to the $500-mil- 
lion the U.S. already has promised 
for “social development” projects in 
land reform, housing, water supply, 
health, and education. 

Asia and Africa. Our economic aid 
commitments to India and Pakistan 
are of long standing, and are becom- 
ing increasingly large. There, how- 
ever, we share the burden with 
Western Europe on something like a 
50-50 basis. For several years now, 
Washington has joined with Britain 
and West Germany, plus the World 
Bank, to cover India’s annual ex- 
change deficit, and more recently 
the same technique has been used 
with Pakistan. The U.S. also ex- 
tends other forms of assistance to 
these two nations and others in Asia, 
especially by food shipments under 
the surplus food disposal program. 
Pakistan and several countries in 
Southeast Asia allied to the U.S. also 
get substantial military assistance. 

Our aid commitments in Tropical 
Africa are so new that no clear pat- 
tern has been established as yet. It 
seems likely, though, that Western 
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Europe (especially Britain and 
France) will carry the bulk of the 
aid burden on this continent. 


IV. Anew world view 


Despite the differences in the rela- 
tive importance of our role in the 
three great areas, and the diversity 
of development problems to be met, 
Washington’s approach is basically 
the same everywhere. It is stated 
rather explicitly in a recent State 
Dept. publication entitled Act for 
International Development. The ap- 
proach contrasts sharply with the 
presentation of the development 
problem in former Pres. Truman’s 


1970 
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Point 4 statement of Jan. 20, 1949. 

In between, of course, lie 12 years 
of turbulent change in the under- 
developed areas and of growing 
Soviet economic and military power. 
Over the past seven years, too, Mos- 
cow has developed its own economic 
aid program. 

Truman’s way. In Truman’s 1949 
statement, you find rather limited 
aims, and this combination of U.S. 
humanitarianism and economic self- 
interest: 

“We must embark on a bold new 
program for making the benefits of 
our scientific advances and industrial 
progress available for the improve- 
ment and growth of underdeveloped 
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\) HAWAII 


Would you like to know 
more about business trends 
and growth in Hawaii? Cur- 
rent economic information is 
yours for the asking through 
First National Bank of 
Hawaii. Just write to our 
Department of Economic 
Research for the latest facts 
and figures. As a starter, we 
will be glad to send you our 
4 free booklet on Hawaii’s 
economy. 

First National Bank offers 
you the same metropolitan 
banking services available in 
any large mainland city. 





Established in 1858 


FIRST 
NATIONAL 
BANK 


OF HAWAII 











FORMERLY BISHOP NATIONAL BANK 
P. O. Box 3200, Honolulu 1, Hawaii 
or our San Francisco Representative Office 
Suite 601, 155 Sansome Street 
San Francisco 4, California 
Member Federal Deposit Insurance Corporation 
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Advisers who shaped Kennedy’s foreign aid plan 


aoe 





Walt W. Rostow, White House aide, 
MIT theorist on economic growth 











i i i it \ : 
Max F. Millikan, director of MIT’s 
Center of International Studies 


Officials who will try to make plan work 





Henry R. Labouisse, slated to run 
reorganized development aid agency 


areas .. . their poverty is a handicap 
and a threat both to them and more 
prosperous areas democracy 
alone can supply the vitalizing force 
to stir the peoples of the world into 
triumphant action, not only against 
their human oppressors, but also. . . 
against their ancient enemies—hun- 
ger, misery, and despair.” 

New lingo. Today, Washington aid 
officials are talking the language of 
radical change, and using the new 
lingo of development economics. 
Here are some samples from the 
State Dept.’s new publication: 

“Our program of economic and 
socia] growth in the Sixties should 
permit each nation to develop in its 
own image... . 

The emphasis now is on linking 





Robert F. Woodward, new Asst. Secy. 


__ of State for Latin America 


our aid to long-term plans for a 
country, not granting it on the earlier 
project-by-project basis. “Planning is 
basic to economic progress.” One of 
our jobs is to help recipient nations 
undertake “development program- 
ing.” 

Men behind it. In part, the change 
has come in response to the present 
mood of most underdeveloped coun- 
tries. You could call it an effort to 
match the U.S.’ handling of foreign 
aid to the economic philosophy and 
political neutrality of most under- 
developed nations. 

But the new approach also has 
been greatly influenced by the ideas 
of the group of MIT and Harvard 
professors on whom Kennedy has 
drawn heavily for advice. Probably 
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Up to 7 copies 
per minute! 


The new 914 Office Copier adds 
near-magic speed to fine quality 
of reproduction. Yet supplies cost 
only about 1¢ per copy (there are 
no wet chemicals, and no waste). 
Think of the savings—in copying 
time and in paperwork costs! 


No expensive 
copying paper needed 


That's right—with a 914 Copier, 
you can make copies on ordinary 
paper (plain or colored) or se- 
lected offset masters. Push a but- 
ton and copies flow! Copies so 
clear and sharp many people say 
they iook better than the original. 
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now anyone 
can make 
perfect copies 
...on ordinary 
PADPEF. . .m.m.n. 





What users say 
about the 914 


“Our entire billing system is 
based around the 914 Office 
Copier.” “Worth half a girl more.” 
“Now able to make perfect line 
drawings for field distribution.” 
Copies all colors, reproduces from 
any medium—crayon, pen, etc. 
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if you spend $50 
or more per month 


for copying supplies, you can af- 
ford to modernize your copying 
methods and save hours of labor. 
Write for informative 914 booklet. 
XEROX CORPORATION (formerly 
Haloid Xerox Inc.), 9X-28 Haloid 
Street, Rochester 3, New York. 

























Control 


As golfers will attest, many a game (and 
purse) has been lost because of noise. 

It works the same in industry where 
unnecessary noise raises fatigue, drops 
production, increases operating costs... 
daily. 

That’s why ‘Buffalo’ sound conditions 
its air and liquid handling equipment. 
Rugged ‘Buffalo’ construction eliminates 
noise producing vibration...moving parts 
are precision machined for “balance”... 
all air and hydraulic surfaces are sci- 
entifically contoured to assure quiet, 
efficient flow. 

In addition, specially developed sound 

attenuators and other acoustic 
devices and materials can 
be provided for unusual 

j conditions. 






is a Buffalo Speciali 
is a 0 Speciality ! 
Today, ‘Buffalo’ sound controlled fans, 
air conditioning equipment, and pumps 
are so widely respected for quiet, depend- 
able service, they are specified for hos- 
pitals, theaters, buildings, and ships as 
well as industrial applications. In fact... 
wherever noise could be a contributing 
nuisance...and unnecessary cost. 
Get sound engineering facts and advice 
from the resident ‘Buffalo’ representative 
inyour area. Orwrite Buffalo Forge direct. 


Remember 


BUFFALO FORGE 
COMPANY 
Buffalo, New York 


Canadian Blower & Forge Co., itd. Kitchener, Ontario 
‘Buffalo’ Air Handling Equipment 
to move, heat, cool, dehumidify 


and clean air and other gases. 
‘Buffalo’ Machine Tools to drill, punch, 
shear, bend, slit, notch and cope fer 
production or plant maintenance. 


‘Buffalo’ Centrifugal Pumps to handle AS  .. 
most liquids and slurries under ps 
a variety of conditions. RIS =e 


\ 
Squier Machinery to process sugar 
cane, coffee and rice. Special 
processing machinery for chemicals, 
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the most important men in this group 
are Walt W. Rostow and Max F. 
Millikan of MIT, and Arthur Schles- 
inger, Jr., of Harvard. Rostow and 
Schlesinger now are White House 
advisers. 

These men take quite a different 
view of the world of the 1960s from 
the one held by Eisenhower's ad- 
visers. They think we are res 
away from a world largely polarizec 
around the Atlantic community and 
the Communist bloc and into a multi- 
polar or pluralistic world society. In 
the past, they argue, the U.S. has 
been too concerned with simply 
building military defenses against 
Communism. We must accept many 
variations of neutrality and social 
organization, they believe, in the 
third of the world that is now neither 
capitalist nor Communist. 


V. Theories of growth 


It was Rostow who developed the 
“take-off? theory that has such a 
vogue in Washington today, even 
with the President. In a book pub- 
lished last year, The Stages of Eco- 
nomic Growth, Restow argues that 
all nations of the world fall within 
one of five stages of growth, with 
the underdeveloped nations  cur- 
rently falling in one of the first three 
stages. 

Initially, there is the “traditional 
society,” essentially poor and stag- 
nant. Next comes the “transitional so- 
ciety,” then the “take-off” into steady 
growth. The history of the advanced 
industrial countries indicates, says 
Rostow, that it takes 60 years after 
take-off for nations to move into the 
fourth stage, that of “maturity.” (The 
fifth is the “age of high mass-con- 
sumption.” ) 

The growth process, according to 
Rostow, is not automatic. It depends 
largely on the “quality of entre- 
preneurship” at any period. But the 
entrepreneurs can just as readily be 
government officials as businessmen. 

Elaboration. Last month a new 
and more elaborate analysis of the 
development process—The Emerg- 
ing Nations—appeared under the 
names of Millikan, Rostow, and six 
other scholars. 

The U.S. task, according to this 
study, is to “help make the evolution 
to modernization successful enough 
that major groups will not struggle 
either to repress change entirely or 
to promote it by ruthless and extrem- 
ist measures.” 

Communist lure. The authors con- 
cede, however, that Communism has 
a strong appeal in the underdevel- 
oped countries. It offers such so- 
cieties a political and social method 
that promises these things: a tight 


organization of those elements of the 
elite who wish to modernize the so- 
ciety; a domestic base of power 
capable of defeating enemies of mod- 
ernization; a technique for mobiliz- 
ing resources needed for rapid in- 
dustrial growth; and security and 
discipline to men “cut adrift from the 
moorings of a traditional society.” 

Communism’s greatest handicap, 
say the authors, is its failure to free 
itself from direct control by Moscow 
and Peking. Therefore, it often meets 
nationalist resistance. 

Recent examples of this kind of 
resistance in the United Arab Repub- 
lic and Guinea often are cited in 
Washington these days as evidence 
that the Communists don’t neces- 
sarily succeed even in nations that 
seem to be engulfed by anti-Western 
feelings. 


Vi. Latin American test 


When it comes to such a concrete 
and immediate question as carrying 
out the Alliance for Progress, the 
problems look staggering. 

For the U.S. just to help finance 
the foreign exchange costs of Latin 
America’s basic development needs 
in transportation, power, natural re- 
sources, agriculture, communications, 
and the like will in itself be a costly 
business. If you add to that the bill 
we may have to cover for housing, 
schools, health, and other forms of 
welfare implicit in a social revolu- 
tion, the cost will mount further. 
Certainly it will not be possible for 
Latin American countries to raise 
through local taxation the funds 
needed for such welfare programs. 

Thus the U.S. could be faced with 
the choice of financing a large share 
of these costs or seeing them f- 
nanced through inflation. 

What’s needed. As to the U.S. 
share of the cost, here is the con- 
sensus of the economic experts ad- 
vising the Administration: 

To meet the minimum financial 
requirements of the projected revolu- 
tion—and that’s what the working 
papers for next month’s Montevideo 
conference call for—you will need 
$3-billion a year for 10 years in pub- 
lic funds (most of it in development 
loans) from the U.S., Western Eu- 
rope, and international institutions 
such as the World Bank. In addition, 
you would need at least $700-million 
a year in private foreign investment. 

That amount of outside help theo- 
retically would make possible an 
average 5% increase in gross national 
product per capita over the period— 
considered the minimum needed to 
give a sense of progress and well- 

eing. 

What’s available. The U.S. up to 
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now has earmarked only $500-mil- 
lion in new money for the task. Even 
if Congress should grant Kennedy 
all of the long-term borrowing au- 
thority he has requested, Washing- 
ton would have less than $2-billion a 
year for development in all of the 
underdeveloped Free World—and 
Latin America could not hope to get 
much more than half of that. 
The World Bank, the International 
Development Assn., and the Export- 
Import Bank could contribute a few 
hundred million more. But on the 
most optimistic assumptions it ap- 
pears now that less than half of the 
minimum public financing called for 
by the experts will be available. 
Moreover, some financial experts 
in Washington believe it will take 
$6-billion a year in public funds, 
rather than $3-billion, to meet the 
cost of the Alliance for Progress. 





Vil. Skeptical voices 


This sort of worry is reinforced by 
others. 

Officials in the U.S. government, 
the World Bank, and the Interna- 
tional Monetary Fund have struggled 
for a decade to persuade Latin Amer- 
ican governments that fiscal and 
monetary stability is a necessary 
foundation for sound capital accumu- 
lation and growth. Now they are 
fearful that the U.S. emphasis on so- 
cial reform will encourage Latin 
American governments to throw their 
new-found economic prudence to 
the winds. 

There also is uneasiness in some 
quarters in Washington, as well as 
among businessmen, that the sort of 
social reform that Kennedy is stim- 
ulating in Latin America will tend 
to dry up private investment, both 
local and foreign. Yet the Adminis- 
tration claims to be counting heavily 
on this investment as a supplement 
to public capital. 

Conflicts. The special historical re- 
lationship of the U.S. to Latin Amer- 
ica is seen as another serious handi- 
cap for the U.S. in trying to take the 
leadership of the forces of economic 
and social revolution there. In effect, 
Latin America has been an economic 
dependency of the U.S. for nearly a 
century. In many places, the enemy 
of change and the scapegoat for fail- 
ure is identified in the minds of the 
people with U.S. business domina- 
tion. 

Thus, in siding with the forces of 
revolutionary change, Washington 
may find itself lining up against the 
interests of U.S. investors in Latin 
America, at least as those interests 
currently are conceived by the in- 
vestors. Some of Kennedy’s aides 
readily concede that this will be a 


BUSINESS WEEK July 15, 1961 


problem. But they are inclined to talk 
in terms of U.S. oil and mining com- 
panies voluntarily divesting them- 
selves of, say, half their holdings, 
and bringing in local stockholders— 
including possibly state-owned cor- 
porations. You even hear talk of pos- 
sible U.S. government compensation 
for certain U.S. enterprises that 
might be nationalized. 

There also is considerable skep- 
ticism among U.S. experts on Latin 
America as to whether a peaceful so- 
cial revolution, which involves not 
only huge capital outlays but tearing 
up and re-weaving the intimate so- 
cial, political, and psychological 
fabric of societies, is a realistic ob- 
jective if the main thrust of change 
must come from abroad. 


Vill. Other ways to do it 


Critics of the Administration pro- 
gram for Latin America aren't just 
putting up a blind opposition. They 
recognize the revolutionary ferment 
there, and admit that the U.S. has 
been slow to face up to it. Their big 
difference with the Administration is 
in the more conservative approach 
they advocate. 

If you could get the critics to- 
gether to formulate their views, 
here’s about what they would recom- 
mend: 

" Be more flexible and selective in 
backing economic programs in Latin 
America, so that most of our aid goes 
to those nations, such as Mexico and 
Argentina, that already are doing 
a good job of development. 

« Encourage the growth of local 
capital markets rather than accept 
the inevitability of a growing gov- 
ernment role in the financing of de- 
velopment. 

* Finance as much housing as pos- 
sible out of personal savings by press- 
ing for the establishment of private 
savings and loan associations and 
FHA-type government institutions. 

* Discourage nationalization of 
producing industries, and try to get 
Latin American governments to limit 
their direct participation in the 
economy to the supply of basic 
services. 

* Transfer U.S. agricultural tech- 
niques as fast as possible, while en- 
couraging the gradual adoption of 
more equitable land distribution. 

« Stimulate foreign investment by 
having the World Bank, or some 
other international institution, offer 
a guarantee to foreign private inves- 
tors—with the host government cer- 
tifying each investment and agreeing 
to cover 50% of the guarantee. 

Support. Such a program would 
not match popular demands in Latin 
America, nor the views of the aver- 
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Water is an integral part of the opera- 
tion of many segments of modern 
industry. Improvement or mainte- 
nance of water facilities is essential 
to efficient industrial operation. 


The method adopted for this purpose 
by many companies is hydraulic 
dredging. 

For example: Electric utilities are 
using dredges for maintenance of 
condensing ponds; pulp and paper 
companies are applying dredges for 
clearing and enlarging log ponds; 
chemical processing plants are find- 
ing dredges the answer to anti- 
pollution programs; mining operations 
are using dredges to pump away lakes 
and silt to reach new ore deposits. 
And in every industry that has turned 
to dredging, the turn has also been to 
the Ellicott Machine Corporation for 
dredges designed to specific needs. 


Industrial operations throughout the 
world are often dependent on dredging. 
Because of this, Ellicott maintains an 
experienced staff of engineers who 
travel on every continent studying 
such projects, recommending aredge 
designs that will meet specific job 
needs, and assisting in applying and 
operating these floating excavators. 
These activities emphasize that 
Ellicott’s part in dredging is more 
than merely building and selling 
dredges. 

To learn more about Ellicott’s part in 
dredging projects, write for our illus- 
trated brochure No. 971. 


Chie. Chee 


Chairman of the Board 
Ellicott Machine Corporation 





ELLICOTT DREDGES 
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PAPER PET 


outlook clear 
disposition sunny 
more than that 

she'l/ save you money 





Bring a kitten, goat or your favorite hamster to the office—the boss may fix 
you with the evil eye. But here’s one office pet he'll welcome. Ozafax 120, 
the trim, table-top copier that puts money in the bank. By streamlining your 
purchasing-receiving-paying cycle. Narrowing your shipping-billing gap from 
8 days to 2! Getting your bills out, your money /n faster. One company saved 
$17,000...another $15,000...with fast, error- 
proof Ozalid billing. Besides getting and 
keeping billing up to date, Ozafax handles 
other office chores. Copies just about every- 
thing—letters, forms, reports, drawings. And 
fast. ..up to 13 feet per minute. Put this 
multi-purpose copier to work for you. It’s 
easy. Ozafax...and all other Ozalid machines 
... Can be bought, rented, leased through six convenient plans. Write 
today for details and our booklet “Money Saving Ideas." Ozalid, Dept. 157, 


Johnson City, New York. 
OZALID 


WE REPEAT 


OZALID 


DIVISION OF GENERAL ANILINE & FILM CORPORATION 





Ozafax 120... Bi//ing Favorite. Lowest priced one step 
diazo copier with automatic separation. Simple, space- 
saving, dependable. 

Remember: for best results from Ozalid Whiteprinters 
use Ozalid Paper and Ozalid Supplies ...we repeat; 
use Ozalid Paper and Ozalid Supplies. 
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age student or intellectual there. But 
it would be generally supported by 
business in Latin America, and by 
many government officials. 

To be sure, it might not save every 
Latin American nation from Com- 
munist-sponsored revolution, — nor 
spare the U.S. the painful task of 
intervening against such a revolution. 
But many of Kennedy’s critics feel 
he wouldn’t be on such a hook in 
Latin America today if he had fol- 
lowed through on the Cuban inva- 
sion and weakened the Communist 
virus in Latin America. These men 
argue that sooner or later we will 
have to be prepared to use force, 
at least in this hemisphere, to defend 
our system against Communist en- 
croachment. 


IX. Political strains 


Actually, there’s widespread feel- 
ing among informed businessmen to- 
day that Washington has become al- 
together too concerned about court- 
ing the good opinion of the under- 
developed countries. In following 
this course, these men feel, we run 
the risk of putting unnecessary strain 
on our relations with Western 
Europe—the one area in the world 
with the same basic interest as the 
U.S. in resisting the spread both of 
Soviet military control and the Com- 
munist economic system. 

Even within the Administration 
there is some fear that we don’t have 
the human and economic resources 
to defend our Free World allies—still 
under attack, as Berlin and Laos 
prove—and also midwife a revolu- 
tion in the underdeveloped third of 
the world. 

Any doubt about U. S. willingness 
and ability to go to the mat for ex- 
posed allies tends to encourage the 
Communists to more boldness. As 
one official puts it, “The more doubt 
there is about our willingness to 
honor our military commitments, the 
more likely we are to be called upon 
to honor them.” 

Europe’s doubts. Some observers 
worry about the contradictions be- 
tween Kennedy’s policies in the un- 
derdeveloped areas and his goal of 
strengthening the Atlantic com- 
munity. Most obvious is the possible 
political conflict between strengthen- 
ing Atlantic cooperation on the one 
hand and backing the displacement 
of European political and economic 
influence in former dependent areas 
on the other. But the worry goes be- 
yond that. 

European governments, especially 
those of the big continental powers, 
are in a highly conservative state of 
mind. They are gloating over the 
new-found wealth and _ prosperity 
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they have achieved, partly by follow- 
ing the conservative U.S. financial 
advice they got during the 1950s. 
They are reluctant to dig very deep 
into their pockets to support what 
they ei as a quixotic U.S. effort 
to lead an economic and social revo- 
lution. 


X. Resources and risks 


You already can see the signs of 
U.S.-European strain in the Inter- 
national Monetary Fund. 

For some time, the IMF has been 
pressing the Europeans to agree 
to strengthen the Fund’s defenses 
against dangerous balance-of-pay- 
ments swings. It would do this by 
extending to the Fund automatic 
rights to borrow from surplus coun- 
tries such as West Germany and lend 
to deficit countries in times of bal- 
ance-of-payments disequilibrium. 

Bonn and Paris have been wary of 
this scheme on the ground that, in 
general, it would encourage financial 
irresponsibility. Specifically, they 
fear it might encourage the U.S. to 
lend more to underdeveloped coun- 
tries than it could afford, and thus 
indirectly transfer German and 
French resources to those areas via 
the Fund. 

Reluctant. The Fund is also study- 
ing the possibilities of helping the 
underdeveloped primary producing 
countries by making Fund resources 
more automatically available to off- 
set balance-of-payments deficits 
caused by short-term commodity 
swings. This line of inquiry also 
tends to inflame European suspicions 
that the Fund may seek to funnel its 
resources to developing countries. 

As a result, Paris and Bonn are 
digging in their heels on the pro- 
posal that they increase the Fund’s 
resources, and they may block its 
adoption at the annual IMF meeting 
in September. 

Fundamentals. Perhaps the most 
fundamental question being raised 
in this country as to the realism of 
Kennedy’s approach to the world is 
this: In their present mood, can the 
American people be expected to 
make the sacrifices necessary to back 
up the new economic commitments 
the Administration is making abroad. 

“At best,” admits one experienced 
Washington official, “there is a large 
calculated risk involved in stirring 
up the revolutionary ambitions of the 
people. As Machiavelli noted six cen- 





turies ago, it requires great skill not 
to lose control of a popular revolu- 
tion. This is all the more true today 
when professional Communist revo- 
_lutionaries stand ready to take con- 
trol of any revolutionary movement 
which gets going.” 
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In business abroad Bil! 


Stepup in Liberian iron ore production 
gives nation second major industry 


The tiny African Republic of Liberia has been succeeding in easing its 
economic dependence on rubber. 

This year, income from Liberian iron ore shipments will exceed 
rubber output for the first time. Iron ore exports in 1961, according 
to Liberian officials, will reach about 3.8-million tons with an approxi- 
mate value of $40-million. Rubber production is expected to total 
about 100-million Ib., worth $35-million. 

By 1964, the government estimates that iron ore shipments will 
jump to 22-million tons, while rubber production will rise slightly 
over the present rate. The reason is that three new mining facilities 
are slated to go into full production by that time. One of these will be 
owned 50% by a West German combine called Ruhrwerke. 

With this expanded production in the works, arrangements have 
been made to make Liberia the largest single non-European ore sup- 
plier to West Germany within the next five to 10 years. A group of five 
West German iron and steelmakers from the Ruhr will take 9-million 
tons annually from the African nation for the next 10 years. 

In anticipation of these increased shipments, the government of 
Liberia is forming its first merchant fleet. The Liberian National Ship- 
ing Lines, Inc., owned 50-50 by Liberia and the Israeli Shipping Co., 
has ordered the construction of two 47,000-ton ore carriers. 


U.S. exports of textile machinery shoot up; 
makers using trend as sales weapon here 


U.S. textile machinery makers have markedly increased their sales 
abroad. Recent Commerce Dept. figures show that textile machinery 
exports for April, 1961, totaled 67% more than shipments in April, 1960. 

An example is Roberts Co., a medium-sized producer in Sanford, 
N.C. Its overseas sales have jumped from 8% of total volume last year 
to an expected 15% for this year. The company predicts that foreign 
orders will make up 30% of its business in 1962. 

A company official claims that increased productivity of his com- 
pany’s machines is partially responsible for the added business. 
Although a new spinning machine, for instance, may cost more than 
a foreign-made machine, it can produce about 50% more than those 
in most U.S. and foreign mills. 

There’s also been some price reduction, although industry spokesmen 
are chary about discussing it. Some cuts have been made possible by 
improved manufacturing; others to meet foreign competition. 

Many orders and inquiries are coming from nations that are begin- 
ning to industrialize, largely with light industries such as textiles. 
Among them are India, Pakistan, Hong Kong, Mexico, and Israel— 
nations that export textiles to the U.S. Textile imports take about 
7% of the U.S. market. 

This has caused U.S. textile producers to seek government protec- 
tion through import quotas and higher tariffs. And it has kept textile 
machinery producers from publicizing their sales to foreign com- 
petitors of their domestic customers. 

Now, however, some textile machinery producers are using their 
business abroad as ammunition in the domestic textile industry. Says 
one company official: “Six months ago, we wouldn't have breathed 
a hint that we were selling abroad. Now, we're making it known to 
show the domestic industry that it can compete with imports better 
by modernizing than by going protectionist.” 
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NEW YORK, July 14 —— TODAY MORE THAN 500,000 


POUNDS OF CONTINUOUS CAST COPPER BILLETS AND 
CAKES WERE PRODUCED AT ASARCO'S PERTH AMBOY, 


N. J., REFINERY. NO METALLURGICAL FLAWS WERE 


DETECTED IN ANY OF THESE PRODUCTS. 


Asarco continuous cast refinery cop. 
per provides distinct advantages to ex. 
truders and to rolling mills processing 
plate, sheet, strip and other forms. It con- 
tains no metallurgical flaws and the vastly 
improved grain structure virtually elim- 
inates rejects even after the metal has been 
hot and cold worked to reductions in excess 
of 99%. An almost unlimited choice of 
copper cake lengths and weights enables 
fabricators to utilize the size best suited to 
efficient operations, improving output and 
reducing costs. 


In addition, Asarco produces con- 
tinuous cast bronze rods, tubes and 
special shapes, which are used in produc- 
tion and maintenance applications. These 
are available in more than 30 alloys and 
260 sizes in a wide range of diameters up 
to 9” and lengths up to 20’. Fatigue char- 
acteristics, impact resistance, tensile and 
yield strengths and hardness are 15-100% 
higher than for other castings of the same 
alloys. They also offer improved uniformity 
and machinability, less tool wear and 
short-end scrap. Work goes faster, produc- 
tion time and costs are less. 


Asarco pioneered in developing the 
revolutionary continuous casting tech- 
niques 25 years ago and has since used 
them to produce hundreds of thousands of 
tons of superior copper billets and cakes 
and copper alloy rods, tubes and special 
shapes. Constant improvement in equip- 
ment has increased production rates, ton- 
nage, range of sizes, lengths and shapes— 
and, most important, quality. Asarco also 
pioneered in refining High Purity copper 
for basic research and is the only company 
producing copper without detectable 
metallurgical impurities. 


Asarco obtains copper ores and con- 
centrates from its own mines in the Western 
Hemisphere and from independent mines. 
It smelts and refines these ores and concen- 
trates in five strategically located United 
States plants. In addition, Asarco 1s a major 
reclaimer of scrap metal. These sources 
assure steady availability of copper and 
alloys under all market conditions. For more 
detailed information about how these prod- 
ucts can best serve you, write to: Asarco, 
120 Broadway, New York 5, N. Y. 


| Al 7,000-pound length of continuous cast copper cake 


produced at Asarco’s Perth Amboy, N. J., refinery. American Smelting and Refining Company 


120 Broadway, New York 5, N. Y. 














Getting there quickly, getting personally into the activity, 
is the modern method of management. Aero Commander is 
the business tool that makes personal, on-the-spot partici- 


pation possible ... even at a remote job site. 


For hundreds of companies Aero Commanders earn real 
dividends in vastly increased executive productivity. The 
greater, more flexible mobility provides more usable time, 
improves communications, increases profits. Why don’t you 
investigate the profitability of an Aero Commander for your 


executive team? 





“4... symbol of modern management on the move 
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Company president Wilkie has made the DoALL Co. a leader in machine tools with sales tactics unique in the industry. 


Maverick of machine tool selling 


Leighton A. Wilkie’s DoALL Co. is seeking to crash the 
European market by using the same direct marketing methods 
that have made its U. S. operations successful 


Iconoclast Leighton A. Wilkie, the 
man who brought Fuller Brush 
methods to the machine tool busi- 
ness, is now overturning another in- 
dustry practice. While most of the 
industry is deploring the ruinous ef- 
fects of imports, Wilkie’ss DoALL 
Co. is carrying its unique direct mar- 
keting approach right into the heart- 
land of the foreign competition. 
Earlier this year DoALL set up 
its first overseas store in the midst 
of the foreign machine tool industry 
in Dusseldorf, West Germany. Now 
Wilkie is establishing more direct- 
to-the-customer stores in England 
and other parts of the Continent. 
Wilkie concedes that he may have 
to alter the company’s methods 
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slightly to conform to foreign cus- 
toms. But basically the Dusseldorf 
store looks and operates just like the 
store in Detroit—which is the same 
as the store in Denver or the store 
in any of DoALL’s other 35 locations 
in the U.S. and Canada. 

Sharp contrast. But these look- 
alike outlets, which standardize 
DoALL operations, contrast sharply 
with the marketing practices of all 
of the company’s competitors in the 
machine tool industry, an industry 
in which DoALL ranks fifth or sixth. 

*# While its competitors reach 
most of the their customers through 
independent distributors, DoALL 
sells exclusively through its own 
stores. 


# In an industry where the prin- 
cipal association permits only one 
trade show every five years, DoALL 
pours money into promotion and 
fanfare. 

# While competing manufacturers 
rarely meet the final users of their 
products, DoALL dispatches mobi- 
lized demonstrator units, with ma- 
chine tools mounted on trucks and 
trailers, right out to potential cus 
tomers’ plants. 

# Yet for all its marketing orienta- 
tion, DoALL reveals its machinery 
background in insisting that selling 
and salesmen can be standardized 
just as fully as production and fac- 
tory workers. 

DoALL’s 


growing network of 
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Paper... 


SERVING WHERE YOU 
LEAST EXPECT IT 


e A special Paterson Overlay Paper 
helps form those attractive, exception- 
ally durable surfaces on your own 
Formica" laminated plastic counter 
and table tops. And, yet, this is just 
One example from a whole series of 
papers whose unique behavior under 
great pressure, at high temperatures, 
helps in the manufacture of today’s 
exciting products—such as Formica. 

Another Paterson Custom Paper is 
saturated with latex to make such mate- 
rials as tough, colorful tapes . . . or 
durable book covers. 

Whatever your particular needs, 
Paterson offers a range of pattern 
papers, filtration papers, absorbent 
papers, saturating papers, high-strength 
cloth-substituting papers—and other 
Custom Papers. Whatever your proc- 
ess, we invite your inquiries. 
PATERSON PARCHMENT PAPER CO. 


Bristol, Pennsylvania 
NEW YORK, N.Y., CHICAGO, ILL., SUNNYVALE, CALIF. 
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stores suggests that the system makes 
sense. The company says that its 
sales run about $30-million to $35- 
million annually—which would rank 
it fifth or sixth in an industry where 
total sales fluctuate widely within a 
range of $450-million to $750-million 
per year. It claims to hit profit mar- 
gins at least as good as any in the 
industry. 

Although the company is closely 
held, with the Wilkie family con- 
trolling a majority interest, competi- 
tive industry sources tend to agree 
that these claims are reasonable. 

Moreover, the company has fi- 
nanced expansion out of retained 
earnings despite the fact that it 
started 30 years ago with negligible 
capital. It only borrows money on a 
short-term basis using accounts re- 
ceivable as collateral. In an industry 
where sales fluctuate with the cap- 
ital goods cycle, internal financing 
of expansion requires quite profit- 
able operations. 

Proven product. DoALL built its 
business with the band saw—a flex- 
ible, circular saw that cuts contours 
in anything from tool steel to 
bakery dough. Not content with a 
product of proven appeal, the com- 
pany frequently led the industry in 
improving it or adding accessories 
tc the basic machine. 

In the postwar years, DoALL has 
added its own line of grinders and 
gauge blocks. And it has taken on 
some of the characteristics of an in- 
dustrial distributor by acting as sales 
agent for a number of noncompeti- 
tive but related items of industrial 
machinery and supplies. 

But basically DoALL’s success has 
come from its competence in mar- 
keting where its system differs mark- 
edly from those of its competitors. 


1. Reaching the customer 


Getting out to the customer is 
DoALL’s prime drive. For as uni- 
versal and relatively inexpensive a 
machine as a band saw, even finding 
the potential customers presents a 
problem. McGraw-Hill’s American 
Machinist inventoried the field in 
1958 and reported a stock of 17,476 
band saws in industrial use. But the 
magazine warned that band saws 
find their way into a lot of odd cor- 
ners of industry where they don’t get 
counted. While auto factories con- 
tain rows of band saws, single ma- 
chines can also be found in backyard 
furniture shops and even in baker- 
ies. 

DoALL goes after these minor 
users of bandsaws, as well as the 
major ones. To reach them wherever 
they may be, the company has set up 
a network of 37 domestic and Cana- 





PLANT LOCATION 
SERVICES 


Northern’s location staff analyzes all 
important factors—sites, sources of 
supply, markets, power and fuel, finan- 
cing sources, community environment— 
all tailored to your needs. For these free 
services to help you select the most 
profitable location: 


ASK THE MAN 
FROM THE 
NORTHERN 


PLAINS 
NORTHERN NATURAL GAS COMPANY 


SERVING THE NORTHERN PLAINS () GENERAL OFFICES: OMAHA, NEBRASKA 








for 
years 

of 
loyalty 
and 
faithful 
service . 


THEY DESERVE A MINOX 


This unique, miniature camera, suitably en- 
graved, bespeaks your appreciation for a 
job well done. Each time it's used, greater 
goodwill is engendered. Loyal employees 
and officers who receive a Minox feel even 
greater loyalty. Company friends and cus 
tomers regard it as a truly distinctive gift 
The Minox is matchless as a camera, gift 
or goodwill ambassador 

Write for our handsome brochure on 
Employee-Executive Recognition Programs 
KLING PHOTO CORPORATION 


257 Park Avenue South, New. York 10, N.Y 











The nicest things happen to people who carry 
FIRST NATIONAL CITY BANK 


CS TRAVELERS 
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from DeVilbiss for metal 
cleaning and surface preparation are offered in both standard and custom designs to meet your exact 
operating problem. We work closely with your engineers to match machines to cleaning processes, surface 
treatments, and production requirements — to assure highest efficiency. Engineering, installation, and 


service facilities are available from coast to coast. 
FOR TOTAL SERVICE, CALL 


DeViLBISS 


Talk to DeVilbiss about all your 
metal cleaning and treating needs 


THE DeVILBISS COMPANY, Toledo 1, Ohio. Also Barrie, Ontario; London, England; Sao Paulo, Brazi!. Branch offices in principal cities. 








For businessmen and their legal counsel 


BNA announces its new 


Antitrust and Trade 
Regulation Report 


featuring 


e WEEKLY NEWS COVERAGE of vital Federal 
and State developments in the antitrust and trade reg- 
ulation field. Includes reports of decisions, regulations, 
legislation, investigations, public and private litigation, 
new marketing arrangements and mergers, and other 
significant actions in this field. 


e COMPREHENSIVE ANALYSES of these devel- 
opments as they affect the business community. In- 
cludes plans and programs to comply with or combat 
the particular development. 


e FULL TEXTS of selected court and agency deci- 
sions and opinions. Also texts of selected complaints, 
consent decrees and stipulations, enacted or proposed 
legislation, and important official pronouncements. 


BNA’s Antitrust and Trade Regulation Report brings 


dian stores. Each of the identically 7 
designed DoALL stores functions as 
a nerve center to get to the cus- 
tomer and to get to him fast. 

First, the store serves as a magnet 
to lure the curious customer. Over 
each store hangs a gleaming set of 
letters spelling “DoALL” cut by one 
of the company’s saws out of solid 
stainless steel. Almost the entire front 
half of the store consists of a dem- 
onstration floor where DoALL ma- 
chines can go through their paces. 
In an industry where most selling is 
done out of a catalogue, this array of 
machinery can make a strong impres- 
sion on a potential buyer. 

Trailer load. From the store ga- 
rages salesmen go out to prospective 
customers’ plants with DoALL ma- | 
chines mounted on trailers attached 
to their cars. If the prospect is will- 
ing, they are ready to wheel the ma- 
chines right into his shop. In any 
event, the prospect gets a working 
demonstration on his premises. And 
the machine is right there if he de- 
cides to buy. 

Says a DoALL store manager: 
“Everybody wants to know what you 
have on the trailer. By the time they 
find out, you have it set up and 
you've got them.” 

Supplementing this effort, DoALL 
keeps demonstration vans circling 
the country. Each of these renovated | 
trailer trucks houses an operating 7 
machine shop on wheels that can 
pull up to a prospect’s plant or an 
exposition on short notice. The com- 7 
pany promotes the vans’ comings and 
goings with a publicity buildup 
worthy of a circus. 


you the latest news and analyses, as well as material for 
reference, to make your work easier and more effective. 
Fully indexed. Like other well-accepted BNA information 
services, the Report is guided by an advisory board of lead- color films showing these units in 
ing practitioners and consultants. It is published by an or- action. The entire film rig fits into a | 
ganization with long experience in this field. manageable carrying case that 
quickly converts into a complete pro- — 
jection unit, with the top of the case 
serving as the screen. Says Wilkie: 
“We tell our salesmen to use it as a 
tool, not as something special—to 
set it up anywhere, anytime a cus- 7 
tomer shows interest.” DoALL pro- 
vides one rig for every other sales- | 
man. 


To bring its more complex and 
special order units into the custom- 
ers’ plants, DoALL has prepared 17 } 


You will find the Antitrust and Trade Regulation Re- 
port the best available source for all the information you 
need to keep up-to-date with this dynamic field. 


Write or phone today for details of special introductory offer. 


il. Replacement sales 


But it’s questionable if DoALL 
could sustain this high-powered sales 
effort on the profits from normal ma- 
chinery sales alone. Its real goal is to ~ 
establish a franchise in the custom-~ 
er’s plant. More important, the com-~ 
pany is seeking to develop an entree 
into the customer’s replacement parts © 
business. 

Machine tools will typically use up 
five times their original value in re- 


The BUREAU OF 
BNA NATIONAL AFFAIRS, Inc. 


—e—_Oooeoom— 


Department 676 


1231 24th Street, N.W. ¢ Washington 7, D.C. 
Telephone FEderal 3-6800 
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Of course Im sure. 
I read it 
in Newsweek 


Their research proved it! 


Nine major companies (and there are more to come) have 
recently conducted marketing and readership studies, in 
cooperation with Newsweek. These companies — in fields 
ranging from steel to chemicals, from office supplies to con- 
struction materials—selected their own samples of customers 
and prospects. In every case, Newsweek proved the most 
efficient general newsweekly in reaching the people who buy. 

For details, contact your local Newsweek Representative, 
or Charles E. Kane, Advertising Director, NEWSWEEK, 
444 Madison Avenue, New York 22, N. Y. 





Trim, smart and 


Af GS Li J Tohoobdodat-Hey t= 


e Here is fine quality secretarial seating, at 
prices only Cosco’s mass-production facilities 
could make possible! Adjustability provides cor- 
rect posture that assures day-long working com- 
fort ... lifts your secretary’s morale and output. 

Phone your nearby Cosco dealer for a free 
demonstration. Discover how this and other 
Cosco Chairs can help your office personnel 
feel better and work better! 


Find your COSCO Office Furniture dealer in yellow pages of phone book, 
or attach coupon to your letterhead. 














pe cree re cn cee ee cee em le ae ne es ee i ore ae es ee se 

HAMILTON COSCO, INC., Dept. BW-71, Columbus, Indiana 
Write us for complete information on COSCO office 

l l 
furniture and new full-color catalog, or phone your near- 

i | 

| by COSCO dealer listed in yellow pages. | 

Firm...... 

| | RR | 

; Aedress «oe ee ee | 

(Please Print) 
| Also available in Canada, Alaska and Hawaii through authorized COSCO dealers. | 
d 


*Zone 2: Texas and 11 western states 
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Model 15-F 
Secretarial Chair 


$9QO95 


($31.95 in Zone 2*) 








Model 18-TA 
Executive Chair 
$49.95 

($52.45 in Zone 2*) 





Model 20-LA 
Conference Chair 
$29.95 

($31.95 in Zone 2*) 





placement parts during an average 
lifetime. This replacement business 
carries a high profit margin, and it 
helps to stabilize sales volume be- 
cause parts sales rise in those reces- 
sionary periods when manufacturers 
tend to defer purchases of new ma- 
chine tools. 

Pushing the blades. “We're like 
Gillette,” says Wiikie. “We are more 
interested in selling the blades than 
the razors.” The company does main- 
tain repair facilities at its stores, but 
Wilkie points out that “recondition- 
ing is not something we encourage.” 

As a matter of fact, the company 
aims at accelerating replacement 
sales. Wilkie candidly admits: “We 
deliberately obsolete our own ma- 
chines.” 

DoALL holds onto its replacement 
business by standing ready to render 
fast service. It constantly reminds 
customers of the high cost of down 
time. Each store keeps servicemen 
on tap to rush out on service calls. 
Wilkie claims that most of his com- 
petitors make customers wait until 
a man from the factory is able to 
get to him. 

DoALL also keeps a large stock of 
the standard parts available in all its 
stores for immediate delivery. And 
each store is hooked by teletype- 
writer with the main factory in Des 
Plaines, Ill., so that orders for un- 
usual parts can be expedited. Most 
orders are shipped out by air freight. 


Ill. Human cogs 


For all this flair for marketing, 
Wilkie reveals his machinery back- 
ground in his theories for managing 
salesmen. He says: “Salesmen are 
simply like cogs getting the ma- 
chinery into the hands of customers.” 

DoALL’s compensation arrange- 
ments are unusual in the industry— 
forcing the salesman to sell a broad 
line of products to the widest num- 
ber of customers. 

The machinery films illustrate one 
way Wilkie makes sure that his sales- 
man cogs behave in standard fashion. 
Wilkie believes “the factory films let 
the factory expert explain the com- 
plex units and leave the salesman 
free to discuss details like terms.” 

Factory control characterizes most 
of the DoALL store operations. All 
disbursements, accounting, etc. for 
the stores are handled in Des Plaines. 
Each store is a separate corporation, 
and up to 25% of the stock can be 
earned under an incentive system by 
store employees. But the other 75% 
of each store belongs to the Wilkie 
family. And, thanks to an ingenious 
trust arrangement, it is likely to 
stay that way for a couple of gen- 
erations. End 
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it’s true 


what you've heard 


about 


North Carolina’s 
PRODUCTIVE LABOR 


Rockers to Rockets! Ability to handle a 
900% production increase of the famed 
J.F.K. Carolina Rocker—Szhills to handle 
the intricate components for guided mis- 
siles—add up to ample evidence confirming 
the uniformly high quality and adapt- 
ability of North Carolina labor. Whether 
it’s Rockers or Rockets, Textiles or Timber, 
Paper or Plastics, or innumerable other 
industries—Productive Labor is a well- 
known fact in dynamic North Carolina. 
Here’s what top management says: 


NORTH 
CAROLINA 


TRADE FAIR 


“Our plant employees have a genuine in- 
terest in their jobs, thus we benefit by better 
product quality, lower labor cost and higher 


October 12-21 61. 


First in the U.S.A. 


. the North  —————- “al 
Carolina Trade Fair offers management, 
salesmen and buyers the unique 
(portunity of viewing and purchasing the 
products and materials of North Carolina 
manufacturers. Plan now to attend. 


tic 


production.”” 
RALEIGH. 


WESTINGHOUSE METER PLANT, 


“Our turnover is extremely low .. . em- 
ployee morale is excellent.”” E. I. DU PONT 
DE NEMOURS, KINSTON, N. C. 


“These people know how to utilize their 
skills, whether learned on the job or through 
the Industrial Education Schools in this 
state.’”” DOUGLAS AIRCRAFT CO., CHARLOTTE. 


For specifics on North Carolina labor as ap- 
plied to your business, write or call 
Governor Terry Sanford, Chairman of the 
Board of Conservation and Development, 
Raleigh, N. C. You can do so in confidence. 


SSot> 
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- State of Greater Opportunity for Industry 








Up in smoke... 
$100,000! 
in 





Without sprinklers. Over $100,000 went up in 
smcke as fire consumed this New York furni- 
ture factory. Far more shocking than the mon- 
etary loss was the death of seven persons. 


Proof that Grinnell Sprinklers 
can protect you 
against disastrous fires 





A single Grinnell Sustiates quickly extinguished 
a fire that broke out in the shipping department 
at Angelus Furniture Manufacturing Co., Los 
Angeles, California. 


Grinnell Sprinklers can be installed in 
your plant or office with minimum disrup- 
tion to routine. Normally a complete sys- 
tem is prefabricated — then installed by 
expert crews. 

You can rely on Grinnell Sprinklers to 
stop fires quickly. Their fast and effective 
operation is the result of years of research, 
design improvement and careful manu- 
facture. They save insurance dollars, too! 
For facts, write Grinnell Company, Provi- 
dence 1, Rhode Island. Contracting offices 
in principal cities. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE 
PROTECTION SINCE 1878 
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Nielsen’s romance 
with magazines 


Rating service, which has been going steady with television, is 
now wooing the magazine industry with a new 
method for measuring the audiences of print media 


The Magazine Advertising Bureau 
this week was earnestly polling its 
members to determine whether it 
should embrace publicly a long-time 
antagonist, A. C. Nielsen Co. 

Nielsen’s rating service has long 
been a mainstay of the television in- 
dustry and its advertisers. But since 
the company set up its Nielsen Media 
Service to do a somewhat similar 
job for the magazine industry, it has 
irked its network TV clients—and 
begun to win over the magazines. 

The reason for this switch is the 
publication of the first findings of 
the new service, the first nonpartisan 
research report comparing American 
TV and magazine audiences. While 
Nielson described its report as show- 
ing that TV and print media are 
“more complementary than competi- 
tive,” reaction along Madison Ave- 
nue credited magazines with win- 
ning an important round over TV. 

Reactions. The Television Bureau 
of Advertising (TVB), promotional 
association for the TV_ industry, 
called the new service a “monster.” 
TVB complained that the new Niel- 
sen Media Service for comparing 
magazines and TV is invalid and can 
result in misleading conclusions. 

Vernon C. Myers, publisher of 
Look magazine, referring to the 
magazine industry’s enthusiasm, said: 
“Everything we have seen so far 
stemming out of the Nielsen com- 
parisons tends to confirm what we 
have been saying about the magazine 
medium—that it is the clear channel 
to the upper-income level, the better- 
educated, the more active, the more 
interested, the more _ influential 
people; while television is the con- 
centrated coverage of the lower, 
less well educated, less active 
people.” 

The TV networks have declined to 
subscribe to the service. But several 
important publishers, a number of 
advertising agencies including the 
four largest, and national advertisers, 
including Chrysler Corp., Lever 
Bros. Co., National Biscuit Co., 





Procter & Gamble Co., and Westing- 
house Electric Corp., have signed 
up. 

New yardstick. Nielsen's service is 
a significant step toward satisfying 
the advertiser's search for better 
measures of advertising audiences, 
With advertising expenditures run- 
ning at an annual rate of over $11- 
billion (BW —Special report: May 
2761,p76), advertisers still lack the 
techniques to evaluate their efforts 
except to assume that sales must 
mean that their advertising is work- 
ing. Not much improvement has 
been made in the half century since 
American Tobacco Co.s Pres. 
George Washington Hill is supposed 
te have said: “I am convinced that 
50% of our advertising is sheer waste, 
but I can never find out which half.” 

Advertising researchers have pro- 
gressed to the point that they can 
get an after-the-fact measure of how 
many people remember an ad. But 
in an industry where creativity and 
change are the essence of attracting 
attention, an after-the-fact measure 
merely serves to confirm or deny an 
advertiser's judgment. It can’t pre- 
dict or prevent mistakes. And getting 
a measure of how many people re- 
member an ad still doesn’t prove 
how effective it was in terms of 
actual sales. 

As for Nielsen’s methods, some re- 
searchers grumble that they produce 
fuzzy results because its new service 
measures magazine reading by one 
method (interviewing people about 
their reading), and TV viewing by 
another (having people keep diaries 
of their viewing). 

Bootleg data. Nielsen has clamped 
a security lid on advertising or pub- 
licity use of the information from the 
service. But Look and the MAB 
claim that the Nielsen data cor- 
roborate independent studies they 
have commissioned. And_ bootleg 
copies of the report appear to con- 
firm the magazine's claims that their 
audiences are qualitatively superior 
to those of television. End. 


BUSINESS WEEK July 15, 1961 








rm 





‘ing- 
med 


ce is 
ying 
tter 
ices, 
run- 
$11- 
May 
the 
orts 
nust 
ork- 
has 
ince 
res, 
»sed 
that 
iste, 
alf.” 
pro- 
can 
10W 
But 
and 
Hing 
ure 
an 
ore- 
Hing 
re- 
ove 

of 


re- 
uce 
rice 
one 
out 

by 
ries 


ed 
ub- 
the 


‘Or- 
ley 
leg 
on- 
eir 
‘jor 


961 








Washington sees 
Soviet bluffing 
over Berlin 


West readying 
its defenses 


AU.N. debate 
over Berlin? 


Boost for 
foreign aid 


International outlook Bil 


July 15, 1961 


The Berlin crisis is heating up dangerously—on the surface. 

In Moscow, Premier Khrushchev threatens war, announces a military . 
buildup, parades his air power (page 30). East German Communist leaders 
talk of a new Berlin blockade. Washington, London, Paris, and Bonn are 
looking to their defenses. 

Pres. Kennedy and his advisers, however, are confident that the West 
can weather the storm without war. Indeed, they believe that Khrushchev 
is anxious to talk rather than fight over Berlin, considering new signs of 
flexibility in the fine print of his recent declarations. 

Washington says Khrushchev was bluffing when he announced cancella- 
tion of a much advertised 1.2-million-man cut in Soviet armed forces and 
reported a 3-billion ruble boost in defense spending. The Soviet Union’s 
demobilization never went very far. The increase in defense spending is 
largely a relabelirng of military expenditures formerly hidden elsewhere 
in the Soviet budget, in Washington’s view. 


Clearly, Khrushchev is trying to get the West to back down. He even hopes 
to deter the West from strengthening its defenses by suggesting that this 
simply would lead to a new sprint in the arms race. 

The West, instead, is beefing up its military forces. Measures to enlarge 
conventional forces in Western Europe (probably by several divisions), step 
up the air alert, and strengthen civil defense are already in the works. 


Khrushchev’s recent remarks indicate that he may be seeking to negotiate 
arms controls measures for Central Europe, a degree of military disengage- 
ment there, and measures to guard against surprise attack. He has suggested 
that he may be willing to assure Western rights in Berlin, even if he signs 
a separate peace treaty with East Germany. 

Khrushchev is also taking a relatively unbelligerent line in private conver- 
sations with some non-U. S. diplomats. He is saying that he recognizes the 
danger of war, that the main problem is that both his and Kennedy’s prestige 
is involved, that he hopes a way can be found to save both faces. 

In the background is political and economic unrest in East Germany, 
which may make the Russians reluctant to push the Berlin crisis to a show- 


down. 


In the uncommitted nations, there's rising suspicion over Soviet motives. 

Secy. of State Dean Rusk this week hit hard at Russian and Communist 
Chinese attempts to coerce neutralist nations. He hinted that the U.S. might 
take advantage of this resentment to put the Berlin crisis before the U. N. 

Washington is also considering West Berlin Mayor Willy Brandt’s sugges- 
tion for a peace conference of all former enemies of Germany. The Soviet 
Union would be heavily outnumbered in such a conference, and negotia- 
tion could be widened to cover the whole German problem. 


A byproduct of the increased surface tension ‘over Berlin is the support it 
seems to be generating on Capitol Hill for the President’s foreign aid pro- 
gram. Administration officials are hoping to get the needed authority to bor- 





Invitation to 
India’s Nehru 


France resists 
efforts to 
reform IMF 


French resistance 
weakening? 


International outlook continued 


row funds directly from the Treasury over a period of three years, at ieast. 

Kennedy will keep fighting for his original request for five-year borrowing 
authority. He is planning a series of meetings with small groups of congress- 
men to solidify support for the aid bill. The President is putting on the 
political pressure, but the outcome is still much in doubt. 


As part of the effort to win support from uncommitted nations (page 56), the 
President will invite Indian Prime Minister Nehru to visit Washington next 
November. The announcement is being held up until Pakistan’s chief of 
State, Ayub Khan, leaves Washington. 


Negotiations are underway over the proposal to give the International 
Monetary Fund larger resources—and the capacity to offset short-term 
swings in international currency movements. 

The proposal calls for major IMF members to give the Fund substantial 
standby credits in their currencies. The Fund could call on these credits 
automatically to reduce temporary pressures on other currencies, partic- 
ularly the two reserve currencies—the dollar and the pound sterling. 


France is strongly resisting the suggested change. The French argue that 
there is no immediate need to increase the Fund’s resources. The dollar is 
temporarily out of danger, they claim, and existing resources of the Fund 
are adequate to support sterling, which is again under pressure. 

The French fear that the proposed increase in automatic credits would 
make it easier for countries in balance-of-payments difficulties to put off 
long-term reforms. Also the jockeying over a possible British bid to join the 
Common Market is contributing to the French attitude. 

Because of French objections, many European monetary experts are 
skeptical about getting action on the proposal at the annual meeting of the 
fund, scheduled for Vienna in September. 


Washington remains hopeful, however, that a resolution can be approved at 
Vienna instructing the IMF’s executive board to draft a concrete proposal on 
which members can act. 

U.S. officials hope that French resistance may weaken. American officials 
are adamantly opposed to a strictly European credit arrangement, which 
Paris has favored. Washington thinks that if the French can be persuaded 
to drop their plan they may be talked into strengthening the IMF as an 
alternative, since the present strong position of the franc may not last indefi- 
nitely, Beyond that, the U.S.—and other countries—are willing to establish 
a number of safeguards against abuse of standby credits. 


European central banks are cooperating more closely to prevent dangerous 
fluctuations in exchange markets. They have extended the three-month 
agreement reached among the central bankers at Basle to hold limited 
amounts of currencies that are under pressure. 

The U.S. is taking an increasingly active part in this cooperative venture. 
A sign that a firm working arrangement exists between U.S. and other 
monetary authorities has been recent Swiss and West German purchases of 
dollars above the support rate. 


Contents copyrighted under the general copyright on the July 15, 1961, issue—Business Week, 330 W. 42nd St., Now York, N. Y. 
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THE MARKETS 


Growth 
funds 
catch on 


They outrun other investment 
trusts in sales, but new 
size brings its problems, too 


Wall Street, so often a slave to 
fashion, has been caught up in a new 
vogue—the mutual funds making a 
specialty of investing in growth 
stocks. Within the past year, growth 
stock funds—whose objective is capi- 
tal gains, with income only a sec- 
ondary factor, at most—have become 
the hottest sales item in the industry. 
They are accounting for an ever- 
increasing percentage of the new 
money (sales less redemptions ) that 
mutual funds have available for in- 
vestment. So far this year, in fact, 
just 20 of the top growth funds have 
absorbed 51% of the new money put 
into all mutual funds (chart), con- 
trasted to 34% for 1960 as whole. 

The natural result has been that 
growth stock funds have become 
more aggressive buyers of stock. 
Since their purchasing is limited to 
a relatively select group, their impact 
on share prices is more direct than 
that of the ordinary fund investing 
in a broad range of securities. Thus, 
the rise of the growth stock funds 
has been a mixed blessing to securi- 
ties men. It has meant big increases 
in assets, but it has also brought 
new investment and sales problems. 

For example, concentrated buying 
of the growth stock funds was largely 
responsible for last winter’s big rise 
in stocks in scientific areas and in 
consumer products—two growth 
areas the investment managers of 
growth stock funds have viewed with 
favor. In the last quarter, many of 
them took profits, which helped lead 
te lower prices on some growth 
stocks. 

New approach. Now, judging from 
a Business Week survey, they are get- 
ting back into the market—but this 
time the strategy is somewhat differ- 
ent, chiefly because they are a b't 
uncertain about the future. Rather 
than seeking out new situations, they 
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seem more intent on adding to exist- 
ing holdings in established growth 
stocks, while weeding out question- 
able and_ lesser-known holdings. 
Wellington Equity Fund, for one, 
has reduced its portfolio from 75 
stocks to 50. 

It’s clear from this new approach 
and the general sluggishness of stock 
prices that the mad rush into growth 
stocks—and growth stock funds—has 
slowed down. This will surely ham- 
per the sale of new shares by the 
growth stock funds. But though sales 
can hardly maintain their current 
clip, it seems probable that the 
growth stock funds will gain further 
stature, unless there’s a complete 
change in investor attitudes. 

The reasons for the cult of the 
growth stocks are not hard to find. In 
the past few years, mary seasoned 
stocks have lost their appeal, either 
because of a slowdown in earnings 
growth or actual losses. Stock buy- 
ers have been eager to replace them 
with smaller, lesser-known com- 
panies whose earnings promise a 
faster rate of growth. Sophisticated 
investors have made lots of money 
on growth stocks, and now the pub- 
lic is anxious to join in. 

Aiding the amateur. It is difficult 
for the amateur investor to distin- 
guish between long-term growth 
factors and the short-run turns of 
fortune that enable a stock to have 
a brief fling. That is where the man- 
agers of growth stock funds have 
capitalized on the concept of profes- 
sional management. They have been 
able to offer professional advice in 
scientific areas beyond the range of 
most investors and, over-all, their 
nerformance has been good, if some- 
what erratic (table, page 92). 


First 6 months 


© Business Week 


Growth stock funds normally out- 
perform other funds in market up- 
turns, as they did in the first part of 
1961. By the same token, they are 
more vulnerable in declines, because 
the stocks they hold are more specu- 
lative. For example, balanced funds, 
which seek stability through a mix 
of bonds and stocks, generally did 
better than growth funds during last 
years uneven market. But, over the 
long pull, the growth funds have 
shown some handsome increases in 
value. 

That is why the latest demand for 
growth stocks has brought a re- 
markable flow of new cash both to 
established growth stock funds and 
to a crop of newcomers. Last year, 
for instance, mutual fund sales de- 
clined for the first time in the past 
decade. Yet growth stock funds 
were barely affected; many, in fact, 
reported new sales peaks. 

This year, most of the growth 
stock funds report sales are hitting 
new peaks, while a good number of 
the other funds report either sluggish 
sales or redemptions that exceed new 
sales. 

Several growth funds have done 
exceptionally well. So far this year, 
Fidelity Capital Fund has had $57- 
million in new sales; it had sales of 
only $12.6-million in 1959, $19.1-mil- 
lion last year. Putnam Growth Fund 
had sales of $83.7-million for the first 
six months of this year, contrasted to 
$36.7-million last year. Chase Fund 
of Boston already has as much in 
sales—$10-million—as it had all of 
last year. 

Problems. As for the problems 
brought by their own growth, some 
growth funds have been burdened 
more than others. But the same 
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RACE of movement for the 
G front office is as necessary 
as economy and durability for 
production areas. Bassick can 
give you the one as well as the 
other. The ‘‘Bassick Bail’ caster, 
illustrated here, and non-marking, 
non-staining nylon furniture 
glides will provide dignity and 
distinction to the finest 
front office. 1.15 


THE BASSICK COMPANY 
Bridgeport 5, Conn. 
In Canada: Belleville, Ont. 
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How growth stock funds have performed 


Total 

net assets 

[in millions] 

6/30/61 

Axe Scien. & Elect....... $ 23.3 
Cee FN... cas ee 39.7 
Ghemical Fund'.........5% +: 297.8 
de Vegh Mutual ........ 23.2 
Diversified Growth ...... 133.4 
ears ven... ee ae 237.7 
Ree TONG ss cee 22.6 
Fidelity Capital ........ 120.8 
Growth Industry ....... 3i.4 
Institutional Growth 137.0 
Keystone K-2 ......... 86.3 
Keystone S4 ... .. 6 .0s- 141.7 
Mass. Inv. Growth ...... 514.9 
National Investors ...... 246.4 
National Sec.-Growth .... 125.9 
T. Rowe Price Growth ... 53.2 
Putnam Growth ........ 157.8 
Stein Roe & Farn’m Stock. 62.7 
Television-Electronics 431.2 
Value Line Spec. Sit. .... 16.1 
Wellington Equity ...... 68.3 


Percent change in 
net asset value per share* 


5% years 
12/30/60- 1956 to 
6/30/61 1960 3/30/61 
+10 ~~ 2 } 72 
+19 + 8 # 
+11 . 0 + 97 
+12 — 4 + 94 
+12 + 5 + 152 
+14 + 7 +147 
+12 + 6 + 132 
+ 24 + 29 + 
+13 + 5 + 106 
+10 — 4 + 50 
+18 + 7 . + 105 
+ 26 — 4 + 140 
+ 16 + 8 +117 
+15 +12 + 135 
+ 9 + 2 + 104 
+12 + 8 +111 
| ff 24 + 20 + 
#15 + 7 He 
+13 + 1 + 106 
| +31 + 3 # 
[ +18 +11 + 


‘adjusted for capital gains distribution + new fund 


Data: Arthur Wiesenberger & Co. 


problems affect almost all of them. 

To begin with, the rapid flow of 
new cash has been an embarrass- 
ment of riches to a number of funds: 
They are finding it difficult to invest 
the new money as rapidly as it comes 
in. Charles M. Werly, chairman of 
the trustees for Putnam Growth, 
says: “Many of our favorite issues 
moved ahead too rapidly in price 
and this made it difficult to invest 
in them.” 

Obviously, it’s hard for any con- 
scientious manager to have enough 
good situations on hand for all the 
new cash flowing in. For example, 
as of Mar. 31, the price-earnings 
ratio of the stocks in New Horizons 
Fund, a no-load fund started this 
year by T. Rowe Price, was 43.9%, 
the average yield only 0.8%. Growth 
stocks normally sell at higher 
p/e ratios than most securities, but 
even Price felt that the ratio was too 
high to warrant committing all his 
new funds. Several older funds are 
also sitting with bigger cash positions 
than they normally would have. John 
L. Cooper of Massachusetts Inves- 
tors Growth Stock Fund says: “We 
have about a 10% cash reserve on 
hand, compared to a_ long-term 


© Business Week 


average of 5%.” Just twice as much. 

Chancy ventures. Another trouble 
is that some of the new funds are 
investing in rather risky ventures— 
new issues and over-the-counter se- 
curities with no real background. 
Most growth stock fund managers 
say, only naturally, that they would 
not turn away from a good stock in 
the over-the-counter market. But 
there are risks when you invest in 
new or lesser-known companies. 
Technological changes could mean 
big losses; cutbacks could be damag- 
ing to companies relying on govern- 
ment contracts; the lack of financial 
controls has hurt many smaller com- 
panies. These are among the risks 
in investing in such companies. 

Still another criticism is that some 
funds are too heavily invested in the 
shares of companies that have small 
capitalizations. This makes it ex- 
tremely difficult to get out of a sour 
investment quickly without driving 
down the stock’s price. 

The bigger funds usually dont 
have this problem. MIGS’ average 
investment is $5-million; it won't go 
below $1-million. Keystone K-2 says 
it won't consider an investment un- 
less the company has stock worth 
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“lll be there in 10 


You’re miles from town, not a 
telephone booth in sight, yet you 
can make a telephone call—di- 
rectly from your own car! 
AChieverfone makes it possible 
because it’s a mobile radiotele- 
phone for cars and trucks that 
connects you with any other tele- 
phone — instantly! 


Consider the advantages AChiev- 
erfone can give you. You are 


always in touch with your office 
and home . . . always in touch 
with your customers and sup- 
pliers. Even though you are in 
your car you are just a telephone 
call away — immediately avail- 
able for important messages. 
What’s more, AChieverfone per- 
mits you to receive or place long 
distance calls, as well as local calls. 


AChieverfone is the most modern, 


© 95 
minutes 


most efficient, most attractively 
styled mobile radiotelephone 
available. Its four channels are 
pushbutton controlled—the 
simple touch of a finger assures 
you of fast communications — 
any time. 

Learn all the facts about AChiev- 
erfone as it applies to your own 
business. For more information, 
write AC in Milwaukee today. 








AVAILABLE ONLY IN THE CONTINENTAL U.S. AT THE PRESENT TIME 
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An AChievement in Mobile Communications 


AC Spark Plug 


The Electronics Division of General Motors 


Box 622 * Milwaukee 1,Wis. * Telephone BRoadway 3-1120 





business card that 
keeps reminding! 


Put your business card copy ona 
Barton Pen or Pencil. Present it 
with pride. Remind prospects and 
customers of your company, 

your product, your service. 













It costs less than lunches 


' 


. and it lasts! 
FREE! Colortul folder 


with 13 exclusive 





new models. 


Write today. 


SHAW-BARTON 


, GERLACH-BARKLOW 
CGlendar and Specially Advertising 


SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT. COSHOCTON, ON'O 


b 


WHY ? 


IS LIBERTY MUTUAL" 1 IN 
WORKMEN'S COMPENSATION @ 


SEE PAGE 37 








The nicest things happen to people who carry 
FIRST NATIONAL CITY BANK 


TRAVELERS 
\SUCHECKS =. 


FAVORITE FIFTY” companies of 1960 investors 

ran 97% more 1960 advertising pages in 
BUSINESS WEEK than in any other general- 
business or news magazine. 








Sources: Vickers Associates, Inc.; Publishers 


Information Bureau 
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IS LIBERTY MUTUAL” 1 IN 
WORKMEN'S COMPENSATION @ 


SEE PAGE 37 
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anywhere from $10-million to $20- 
million. 

Some of the smaller funds are 
willing to invest in small companies 
—on a limited scale. Henry T. 
Dunker of Chase Fund of Boston 
concedes that “more emphasis has 
been placed on these companies and 
the result has been a_ reduced 
amount of stock that is available.” 
Columbian Financial Corp.—which 
runs two funds in Washington, 
Atomics, Physics & Science (assets: 
$64-million) and Shares in American 
Industry (assets: $1.5-million)—says 
it has trouble with perhaps 5% of its 
investments. Another fund manager 
admits: “Yes, we normally get a 
better buyer’s market than a seller's, 
and we are having some trouble 
now. We'll probably get more.” 

Churning. Conservative fund man- 
agers also criticize some of the new 
funds for churning their portfolios— 
that is, taking profits in short-term 
trading. They feel this churning dis- 
credits an industry that prides itself 
on investing for the long pull. 

Some funds, of course, are set up 
to allow short-term trading, but few 
other funds will admit publicly that 
they churn in order to show good 
profits and thus woo new sharehold- 
ers. One fund manager who con- 
cedes his fund has more churning 
than the average attributes it to the 
fact that “when you invest in lesser- 
known companies you make more 
assumptions—they sometimes don’t 
turn out right.” 

Another danger that conservative 
managers see in short-term trading is 
that it may attract a different kind 
of investor to mutual funds, a quick- 
turn speculator rather than an inves- 
tor in for the long term. T. Rowe 
Price, for one, says he has noticed his 
Growth Stock Fund has attracted 
some speculation. Price may be an 
extreme case, but there’s no doubt 
that investor sentiment takes sudden 
shifts and if growth stock funds aren't 
sold properly now by salesmen the 
result could be big redemptions later 
on. 

Peril of size. Over the long pull, 
there is also the question a Bs 
some funds aren’t running so fast that 
they may soon lose their investment 
appeal by getting too big. Archer 
Scherl of Oppenheimer Fund is one 
who thinks large assets tend to limit 
investment flexibility, which, in turn, 
could lead to mediocre investment 
results. Scherl’s position is that a big 
fund has to diversify widely, losing 
out on the chance to put a big stake 
in any one favorite stock. His point 
of view is backed up by some out- 
standing investment records by Op- 
penheimer, Samson Fund, Imperial 
Fund, and Shares in American Indus- 





try—small funds that have done well. 
The bigger funds dissent. They 


think size doesn’t limit performance, 
and they cite the record of MIGS, 
National Investors Corp., and Drey- 
fus Fund. But there is also evidence 
that if a big fund’s investment policy 
is limited, its performance will suffer 
as it gets bigger—and it becomes 
harder to acquire securities in large 
amounts. For example, Chicago's 
Television-Electronics Fund, which 
sticks to the TV-electronics area, was 
a star performer a few years ago. But, 
as its size grew, its performance 
couldn’t match its big competitors, 
chiefly because it couldn’t spread out 
enough. 

What they like. In choosing growth 
stocks, fund managers run the gamut. 
Generally, they are looking for com- 
panies in industries capable of grow- 
ing faster than the over-all economy, 
whose sales and earnings are rising, 
and which are retaining big sums for 
research and development. They 
tend to agree that the pronounced 
growth is in such new areas as 
science and technology, and in areas 
in which the consumer is spending 
an increasing amount of his discre- 
tionary income—education, recrea- 
tion, cosmetics, and drugs. 

A. Moyer Kulp, senior vice- presi- 
dent of Wellington Equity, says: “We 
like companies that are growing at 
a rate of at least double the growth 
of the economy.” Among other 
things, Chase Fund looks for prod- 
uct sales potential, annual sales in- 
creases of at least 10%; Revere Fund 
prefers companies with sales in the 
$10- to $20-million range; Imperial 
Fund looks for an increase of 30% in 
per share earnings over the foresee- 
able future; Samson Associates, Inc., 
whose two funds stick chiefly to 
science stocks, looks to see whether 
stock options are granted to top en- 
gineers and scientists in the compa- 
nies it researches. 

These different yardsticks carry 
fund managers into many different 
vehicles. Putnam Growth shies away 
from electronic stocks, concentrates 
on consumer goods companies. 
Growth Industry Shares also likes to 
mix cyclicals into its portfolio. In 
fact, a number of growth fund man- 
agers say cyclicals look promising 
now. Chase, Keystone K-2, and In- 
ternational Resources have a big 
stake abroad. On the other hand, 
Florida Growth Fund thinks a re- 
gional approach is best. 

Oppenheimer’s flexibility—it can 
invest up to 25% of its assets in any 
one security—allows it to focus on 
a very small and select list. Samson 
and Imperial—also flexible funds— 
are interested in private place- 
ments. End 
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Air Force ATLA 


in first tull-range inertial flight 


Cape Canaveral July 7, 1961. The Air Force announced 
the successful flight of an Atlas ICBM guided by the 
Arma inertial system 9,000 miles into the Indian Ocean. 


A giant step in missile and space technology, this im- 
portant feat of pin-pointing a target nearly half-way 
around the world demonstrated the phenomenal accuracy 
and reliability of Arma inertial guidance— America’s 
first inertial guidance system of intercontinental range 
accuracy: This flight was another achievement of Arma 
inertial guidance which has performed successfully on 





Arma, creator of the B-52 fire control system and 
weapons systems for U. S. Navy’s submarines, 
is a leader in aerospace navigation systems. Cur- 
rent research programs are exploring smaller, 
supersensitive devices for future generations of 
missile and space guidance systems. ARMA, a 
division of American Bosch Arma Corporation, 
Garden City, New York. The future is our business. 


every flight since the initial test in March 1960. Today 
the Arma system is in full production. 


Arma inertial guidance provides our nation’s ICBM 
arsenal with all the advantages inherent in inertial guid- 
ance—salvo firing, all-weather capability, immunity to 
outside interference, a minimum of costly ground equip- 
ment. Although specified for the Atlas missile, the Arma 
inertial system as a completely self-contained, self- 
correcting navigation system is adaptable to other aero- 
space programs and space exploration projects. 





AMERICAN BOSCH ARMA CORPORATION 





send for new engineering report on 








water resources for industry 


First Comprehensive Study Of Industrial 
Water Resources In The Houston-Gulf Coast 
Area For Site-Planners & Investors! 
Commemorating our 75th and greatest 
year of service, the Texas National Bank 
_ of Houston recently commissioned the 
engineering firm of Lockwood, Andrews, 
& Newnam, Inc. to produce the first 
comprehensive study of water resources 
in the Houston area. This invaluable 





To: Texas National Bank of Houston 
Business Development Department 
P. O. Box 2559 
Houston, Texas 


NAME; 





management tool is now available to all 
business and industrial planners seeking 
full information about the nation’s fastest 
growing industrial center. 

SEND FOR YOUR REPORT NOW! 
Includes maps of water supply canals, 
navigable waterways, supply and demand 
projections through the year 2,000, sur- 
face and ground water supplies, com- 
parative survey of water rates. 





Send _____ copies of 
“H,OUSTON WATER 
RESOURCES” 





TITLE: 





COMPANY: 





ADDRESS: 





CITY: 


STATE: 





(please print) 


‘Texas National 





Bank 


OF HOUSTON 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 
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Wall St. talks... 


about IBM shares, drawing 
checks on savings accounts, 
“truth in lending” bill 


A number of brokers are telling their 
customers to keep away from IBM 
(about $470) in spite of the 32% in- 
crease in its net earnings in the first 
half. S. B. Lurie of Josephthal & Co. 
feels that “IBM’s excellent earnings 
are borrowing from the future,” and 
that its stock—now about 62 times 
earnings—is “very exposed.” Lurie’s 
comment refers to the sharp increase 
of outright sales of IBM computers 
(currently 31% of deliveries, com- 
pared to 7% in early 1960) at the 
expense of long-term rentals. This 
means IBM is realizing profits now 
that otherwise would have been 
spread over several years. 


Bankers are up in arms over a con- 
troversial savings scheme devised by 
Citizens Bank & Trust Co., a small 
suburban bank in Chicago. In effect, 
the Citizens plan allows savers to 
draw checks against their savings ac- 
counts, which pay 3% interest. It 
does this by allowing them to draw 
against a line of credit equal to $1 
less than the balance in the savings 
account. Some bankers say it’s a di- 
rect violation of the Federal Reserve 
Act, which prohibits paying interest 
on demand deposits. So the Fed, 
which approved the plan last Octo- 
ber, is taking another look. 


Some investment managers say it is 
wishful thinking to suggest that 
Creole Petroleum Corp.'s tax prob- 
lems with Venezuela will be eased 
by its move to set up a $10-million 
subsidiary there to invest in activities 
other than oil. This may forestall fur- 
ther Venezuelan pressure on Creole. 


The “truth in lending” bill—which 
would require consumer lenders to 
state their charges in terms of a 
simple annual interest rate—will get 
strong backing from Pres. Kennedy's 
Council of Economic Advisers. CEA 
claims the measure would help sta- 
bilize the economy by spurring con- 
sumer buying when interest rates fall 
and take the edge off inflationary 
buying when rates go up. Consumer 
credit men, who are solidly against 
the bill, call this argument “non- 
sense,” point out that consumer 
credit rates rarely fluctuate. 
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In the markets 


Sluggish market and investor caution 
stir debate over summer rally 


Is the long-awaited summer rally under way? Wall 
Street is clearly divided over the answer. Some analysts 
insist that stock prices are going to higher levels, while 
others are predicting that any rally is likely to be short- 
lived and abortive until business activity—and corpo- 
rate profits—exhibit more definite signs of an upturn. 

Certainly, if the rally has begun, it’s far from a band- 
wagon movement. Investors have been extremely cau- 
tious in their buying. Stock in the defense industry— 
particularly the aircrafts—got a good play this week on 
news that the U.S. was planning to step up military 
spending. There was also demand for steels—and other 
cyclicals—which can be expected to show improved 
earnings in a business upturn. But there was no across- 
the-board demand for stocks, and more stocks declined 
than advanced in the market trading. 

Even if the rally is not very strong, however, the 
prospect is that stock prices will show more strength 
than weakness. For one thing, there’s still plenty of 
money available for equity purchases. For another, the 
economy is in the early stages of an advance, and a 
serious decline in stock prices at this stage of the busi- 
ness cycle would be unprecedented. 


Broad securities probe gathers steam as 
House subcommittee approves appropriation 


A comprehensive probe of the nation’s securities mar- 
kets—the first since the 1930s—appeared probable this 
week. A House Commerce Subcommittee, headed by 
Rep. Peter D. Mack, Jr. (D-IIl.), has been looking into 
fraud and manipulation in the marketplace, and now it 
has voted a $750,000 special appropriation for the 
Securities & Exchange Commission to do the job over 
an 18-month period. 

The subcommittee acted after hearing Edward T. 
McCormick, president of the American Stock Exchange, 
which has been under fire. McCormick delivered a 
spirited defense of the ASE. 

In addition, McCormick—in contrast to the lukewarm 
reaction from G. Keith Funston of the New York Stock 
Exchange—strongly endorsed the inquiry. His only 
criticism was that $750,000 is “inadequate” to do the job. 


The SEC took two additional actions this week that 
should dampen further the new issues market: 

SEC laid down a set of ground rules for underwriters 
in handling hot new issues. Specifically, SEC upheld the 
National Assn. of Securities Dealers in its disciplinary 
action against First California Co., a San Francisco 
underwriter, for funneling 26.6% of the shares in an 
underwriting to an account that it controlled. Said SEC: 
“The withholding of shares from public investors .. . 
constituted a failure to make a bona fide offering to 
the public. . . .” 
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SEC moved to choke off the local rush for cheap 
stocks in Minnesota (BW—Mar.2561,p137). Recently 
the state has experienced a rash of so-called intrastate 
offerings, which are exempt from SEC registration 
requirements. SEC pointed out that in many under- 
writings the “prompt resale of portions of the issue to 
nonresidents raises a serious question whether all of 
the issue has, in fact, come to rest in the hands of 
investors resident in the state of initial offering.” If 
not, says SEC, the whole underwriting may be illegal. 
As a result of the SEC warning, most Minneapolis 
underwriters have stopped their intrastate offerings. 


Demand for gold picks up in London; 
new controls affect South African shares 


The international money market was showing signs 
of nervousness this week, reflecting both political and 
economic uncertainty. 

In London, demand for gold picked up, with the 
price increasing slightly to $35.09675. It was nothing 
like the gold rush last October, but London bankers 
thought it was significant that for the first time since 
October central banks were adding substantial amounts 
to their gold stocks. And the pound sterling continued 
its gradual slide, even though the Bank of England 
provided support. 

In South Africa, the full impact of that country’s new 
foreign exchange controls—which, in effect, freeze in- 
vestment in South Africa—became apparent. Prices of 
South African shares traded in London were off sharply. 

The rand, South Africa’s currency, still trades closely 
with the pound sterling, so its decline has been limited. 
But “blocked rands’—representing the proceeds of 
sales of South African securities that can only be re- 
invested in South Africa—were trading at deep dis- 
counts. One banker claims that blocked rands can be 
bought 25% under the free exchange market. 


Eager market gives warm reception 
to Bethlehem Steel secondary 


The market took a giant-sized secondary offering of 
Bethlehem Steel Co. shares in stride this week. The 
selling stockholder, Massachusetts Investors Trust, 
which vies for the title of the world’s largest mutual 
fund, got $40 a share, or some $29-million for 727,000 
shares. This represented its entire Bessie holdings. MIT 
bought the stock, averaging less than $16 a share. 

MIT wouldn't talk about why it sold out. But the 
presumption was that it—along with most steel analysts 
—expects Bethlehem to cut its $2.40 annual dividend 
when the directors meet at the end of July. With talk of 
the dividend cut so widespread, brokers were surprised 
at the strength of demand for the shares. The offering 
went out the window, and two days later the stock was 
still over the $40 selling price. 
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Nuclear test tunnel at Yucca Flats, Nev., could be site of renewed atom testing. 
It is part of sprawling tunnel complex at AEC underground test facilities. 
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How atom 
tests will 
start 


Several projects are in line 


for first spot if tests 
resume; but AEC is prepared 


When, and if, the U.S. resumes nu- 
clear testing, it could very well be in 
the tunnel at the left, deep under- 
ground near Yucca Flats, Nev. In 
recent weeks, the Atomic Energy 
Commission has completed most of 
the work on a sprawling complex of 
underground facilities there. If the 
word comes from the White House 
to resume testing, scientists would 
need only a week or so to install the 
final instrumentation, put together a 
bomb, and complete the test facili- 
ties. 

Most observers agree that Pres. 
Kennedy has made the basic deci- 
sion to resume nuclear testing at an 
early date—at least on two series of 
tests. Those are the Vela tests to 
develop better ways of detecting 
and monitoring underground nuclear 
blasts, and the Plowshare tests of 
peaceful uses of the atom. 

The question of just which tests 
will be called for first—when the 
order comes to recommence testing 
—is arousing considerable debate, 
however, as is the time of a resump- 
tion. 

Timing. Kennedy came back from 
Vienna last month convinced that 
Premier Khrushchey would not 
agree to a test ban, and that there 
was, therefore, no good reason to 
postpone indefinitely tests of great 
potential scientific and military im- 
portance. Insiders say his reasoning 
was buttressed by the fact that there 
is no assurance the Soviets have not 
been testing or are not now prepar- 
ing to do so. 

The President's diplomatic ad- 
visers, however, have been warning 
him (BW—Jun.2461,p35) that even 
resumption of underground, non- 
military tests would create a po- 
litical furor around the world. They 
see adverse reaction in India, and 
in the United Kingdom, Scandinavia, 
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Bomb might be placed in underground 


and some Latin American countries. 

Some of the President’s advisers 
have also been arguing that there 
is no hard evidence of Soviet test- 
ing, and that the U.S. might lose 
more than it gained if it encouraged 
Soviet resumption. They say the 
need for new military tests has not 
been convincingly proved. Mount- 
ing tension over Berlin (page 87) has 
also increased the President’s cau- 
tion. 

The net result of this could well 
be to postpone an order to resume 
testing beyond the period of a few 
weeks to a month originally en- 
visaged as needed to prepare world 
opinion. But it’s not enough, most 
observers think, to sway Kennedy’s 
basic decision—that, as things now 
stand, the U.S. must, one way or 
another, resume testing to protect its 
scientific and military positions. 

Where to start. The debate over 
where to begin with the tests points 
in several possible directions for 
the first green light. 

At Yucca Flats, the AEC now 
has two tunnels, capable of handling 
not merely small nuclear explosions 
but big ones with heavy radiation 
yields. One tunnel is three miles 
long, the other over a mile. Both 
are extensions of tunnels used for 
weapons development tests in 1957 
and 1958, but in recent months they 
have been refitted and equipped 
with new explosion chambers. 

It’s undoubtedly here, scientists 
say, that the U.S. would eventually 
have to concentrate its efforts to de- 
velop the much-talked-about neutron 
bomb, if the go-ahead is given. 
Whether the big tunnels would be 
used for this purpose immediately, 
though, is problematical. Yucca 
Flats also has three smaller tunnels 
that could be used for “safety” ex- 
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chamber being inspected by AEC men for essai tests (at left is air tube). 


periments, with little or no radia- 
tion yield. 
The neutron bomb  concept— 


really a small nuclear blast with a 
large output of deadly neutrons— 
has mixed scientific backing. It’s 
theoretically possible, most scien- 
tists agree. Militarily, in many re- 
spects, it might be considered de- 
sirable. But whether it can be made 
is still open to question. 

Detection. A program that’s al- 
most certain to get more immediate 
attention, with resumption of test- 


ing, is Project Gnome. Gnome 
started out as an experiment to de- 
termine whether useful electric 


power could be produced from the 
heat of an underground explosion. 
It was planned to drive a shaft 
1,200 ft. down into a salt bed in 
southeastern New Mexico, then 
drive a tunnel parallel to the sur- 
face, and set off a 10-kiloton bomb 
at the end of this tunnel. Tunneling 
started in June, 1960. 

In recent months, Gnome has been 
expanded to include tests obviously 
aimed at developing a means of de- 
tecting underground nuclear blasts. 
Instruments are being buried at 
various positions in the salt bed to 
monitor the neutron discharge of a 
test blast. Scientists want to know 
what nuetron particles are separated 
—as a necessary first step in develop- 
ing more sensitive devices to de- 
tect them at great distance. 

Peaceful blasts. There is much 
support for giving first priority to 
still another program—Project Char- 
iot, which aims to determine the 
feasibility of underground explosions 
for such engineering purposes as ob- 
taining hard-to-get minerals, dig- 
ging canals, moving large amounts 
of earth. Since the atom test mora- 
torium began, the AEC has been 





continuing this work with conven- 
tional instead of nuclear explosions. 
The AEC is now studying the feasi- 
bility of resuming the experiment for 
real. 

This has no military urgency, but 
it would well be considered a better 
wedge for reopening tests, and sci- 
entists are urging that it would have 
a much better chance of winning 
support of the American public and 
the world at large. U.N., Allied, 
neutral, even Soviet representatives 
could be invited to witness a Project 
Chariot test blast. 

Preparing. As part of its gradually 
relaxing policy on nuclear test in- 
formation, the AEC has recently re- 
leased an update on the scientific 
results of its underground explosion 
on Sept. 19, 1957, in a mesa outside 
Mercury, Nev. Shortly after the 
blast, scientists’: began tunneling in 
just under ground zero, but it was not 
until some years later that they could 
get close enough to make readings. 

The most recent readings under- 
score the commission’s contention 
that underground _ testing—when 
handled correctly—is not dangerous 
to human life. In the general public 
relations program aimed at selling 
nuclear testing to the public, the 
1957 Project Rainier shot is likely, 
therefore, to have an important role. 

Further indications that the AEC 
is moving quietly (but as fast as 
possible) to get its atomic test sites 
ready for action are seen in recent 
activities at Winnfield, La. Drilling 
has started again in an 800-ft. salt 
mine owned by the Carey Salt Co. 

Though plans call officially for 
testing a new radiotelemetry system 
for detecting underground non-nu- 
clear explosions, observers see possi- 
ble links to the nuclear pre-test 
activities at Yucca Flats. End 
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Is competition chipping away at your share of market? 


If improved customer service will give you more 
of a competitive advantage, now is the time to use 
American Airlines AlIRfreight. 

Nothing satisfies a customer like quick, dependable 
delivery of his order. AIRfreight’s speed and flexi- 
bility let you do just that and meet regional demand 
fluctuations as they arise. With more than 1,200 
flights daily, American serves 3,042 markets through 
50 major cities. No need now for large safety stocks, 
unwieldy inventory, extensive overhead. 





One national shipper, Relief Printing Corporation 
of Boston, began using American AIRfreight nine 
years ago to market business cards nationally. They 
cut west coast and midwest delivery time, met local 
competition, boosted sales 65%. Maybe American 
can do the same—or more—for your company. 


Consider AIR freight—every profit-building aspect. 
And remember, more shippers move more freight on 
American than on any other airline in America. Ship 
with the professionals—call American AIRfreight. 


AMERICAN AIRLINES 


America’s Leading Cargo Airline 
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Retooling T-H strike machinery 


Administration, convinced the recent maritime strike 
illustrates shortcomings of Taft-Hartley procedures, will place 
new proposals before Congress within next few weeks 


During his campaign last fall, Pres. 
Kennedy sharply criticized the “in- 
flexibility” of the national emergency 
strike injunction provisions of the 
Taft-Hartley Act. He called for “an 
arsenal of weapons” to be available 
for coping with big labor disputes. 

The Administration’s experiences 
in the recent maritime strike strength- 
ened the conviction that a “strategy 
of uncertainty” should be substituted 
for the inflexibility of the injunction 
procedure. Within the next few 
weeks, specific proposals of new 
ways of handling crisis disputes will 
be placed before Congress. 

The idea behind them, as ex- 
pressed by Kennedy during the 
1960 campaign, will be to give the 
President “a wide choice of weapons 
which are not wholly pleasing to 
either side.” Their availability would 
“introduce enough uncertainty of ex- 
ecutive action to force the parties to 
get together.” 

Doubtful fate. The timing seems 
auspicious. Congress, reluctant be- 
fore, unquestionably is more in a 
mood to tackle such “hot potato” 
legislation because of the 18-day 
shipping tie-up. Still, it’s doubtful 
that there will be action this year— 
unless auto bargaining becomes un- 
expectedly critical. 

Barring that, the maneuvering on 
Capitol Hill this year for an “arsenal 
of weapons” for coping with crisis 
strikes is aimed at early action in 
1962—a steel bargaining year. 

Assorted weapons. The sharpest 
criticism of the injunction scnanaas 
is that it is inflexible. The President 
has only one course of action. Man- 
agement and labor in critical indus- 
tries can—indeed, have to—plan 
negotiating strategy accordingly. 

The Administration’s proposals— 
based on recommendations of Solici- 
tor General Archibald Cox, an old 
Kennedy adviser on labor matters— 
would take much of the predicta- 
bility out of emergency strike ma- 
chinery. Different alternatives would 
have a varying impact on one side or 
the other. According to Cox and 
other Kennedy staffers, the uncer- 
tainty would make the parties bar- 
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gain more seriously to avoid govern- 
ment intervention. 

The alternatives to be suggested 
to Congress include: 

« Strengthening mediation ma- 
chinery to be used before a dispute 
reaches a critical stage; sibbbellied 
now being tested in Administration 
moves against missile and space base 
strikes may be a patten (BW— 
Jun.2461,p78 ). 

« Fact-finding boards with power 
to mediate and make or not make 
recommendations of settlement terms 
—depending on the particular dis- 
pute. Boards of inquiry also would 
have authority to make public re- 
ports placing the blame on either 
party—or both—for the continuance 
of a dispute. 

# An injunction, possibly with a 
longer term than the present 80 days. 

= Temporary seizure and opera- 
tion of an industry, with authority 
to order retroactivity for employees 
once a settlement is reached. 

* Or legislative authority for the 
President to do nothing at all—that 
is, to refrain from acting (as Gold- 
berg says the President now legally 


must ). 
Earlier, recommendations included 
compulsory arbitration. This has 


been eliminated—but there are indi- 
cations on Capitol Hill that efforts 
will be made to insert it in any pack- 
age of anti-strike weapons. 
Voluntarism fails. Actually, in han- 
dling disputes for the Administra- 
tion, Goldberg has tried several of 
these methods—particularly quick 
federal intervention and proposals 
for fact-finding boards that could 
suggest a settlement. This latter is a 
favorite tactic of the Labor Secre- 
tary, who believes that such recom- 
mendations would build up public 
opinion that would virtually compel 
the parties to come to terms. 
However, these devices now lack 
the sanction of law requiring the 
parties to accept them. This is what 
the Administration feels is necessary. 
Reactions. The new proposals are 
intended, according to Goldberg, to 
enhance private collective bargain- 
ing because they do not “blueprint 








any general solution or rigid time- 
table or procedures to be taken by 
the government.” 

There is liberal support for the 
Administration’s position, but con- 
servatives in Congress—and in man- 
agement—criticize the program as 
further “creeping bureaucracy” and 
an effort to vest in the White House 
“total power to settle labor disputes 
. . . making a complete shambles of 
the collective bargaining process.” 

Questions. While the Adminis- 
tration’s formula for settling crisis 
disputes considers most questions 
relating to the effectiveness—or in- 
effectiveness—of the present law, it 
doesn’t go into all of them. 

Answers still have to be found for 
critical stoppages caused by inter- 
union rivalries. These were at the 
heart of the maritime dispute and 
the airlines dispute. Administration 
spokesmen say privately that the 
bitterness between the National 
Maritime Union and the Seafarers’ 
International Union in the shipping 
situation and between the Air Line 
Pilots Assn. and the Flight Engineers’ 
International Assn. in the airline dis- 
pute got in the way of settlements. 

Also, the Administration wants 
satisfactory ways of defining what— 
exactly—is a national emergency, or 
defining more precisely the kind of 
disputes in which the President may 
intervene. 

A Labor Dept. study of the 1959 
steel dispute maintained that post- 
war steel strikes, including that of 
two years ago, were not national 
emergency strikes in any true sense 
but actually were inconveniences. 
Similarly, it would be hard to defend 
an “emergency designation for the 
maritime dispute although there was 
unquestionable hardship and incon- 
venience. 

There is growing sentiment in 
favor of making the law less specific 
to permit the President to act—and 
faster—in disputes that do not create 
an actual emergency but that could 
have a serious effect on the national 
economy. This would cover a steel 
or shipping strike—and, presumably, 
one in the auto industry. End 
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In labor 


Hoffa emerges from Teamsters convention 
with greater power, plans, and pay 


James R. Hoffa rapped his gavel with grim satisfaction 
to end last week’s special convention of the Inter- 
national Brotherhood of Teamsters. He had accom- 
plished all he had set out to do. Opposition had been 
light and ineffective; he had overcome it ruthlessly 
but with careful attention to democratic procedures. 

In a busy week, Hoffa guided through constitutional 
revisions that transformed the IBT from a loosely knit 
union of semi-autonomous locals and councils—“labor 
baronies,” they have been called—into a streamlined 
organization with a heavy concentration of centralized 
control in Hoffa’s hands. 

He succeeded in lifting Teamsters dues substantially, 
to a minimum $5 a month, and in boosting the IBT 
“tax” on locals from 40¢ a month to $1. He broadened 
the IBT jurisdiction to include “all workmen engaged in 
industry.” And he won the authority—with his executive 
board—to enter into pacts for the “absorption, amalga- 
mation, merger, or affiliation of or coordination with 
other labor organizations.” 

On the personal side, Hoffa won a unanimous vote 
of confidence after a bold detailing of charges, indict- 
ments, and other legal actions against him and his close 
aides, and he was re-elected for five years and given 
a $25,000 a year raise, to $75,000—the highest salary 
paid the head of any international union. 

In a nutshell, the convention made the country’s most 
powerful union and most powerful labor leader even 
more powerful than before. 

But what it did will create definite problems within 
the union. The greater concentration of power in Hoffa‘s 
hands and those of his executive board was at the ex- 
pense of locals and councils that have enjoyed rights 
they will give up grudgingly. Moreover, the dues in- 
crease will be unpopular. 

Changes like these may mean grumbling. They can’t 
mean much more than that with the power in IBT 
as centralized as it is now. 





NAACP asks job bias group to probe 
discrimination in Southern textile mills 


The National Assn. for the Advancement of Colored 
People last week launched a broad attack against 
hiring and promotion policies in Southern textile mills. 
The NAACP filed 39 affidavits with the President’s 
Committee on Equal Employment Opportunity, charg- 
ing nine major companies and two subsidiaries with 
racial discrimination. 

The initial cases involve mills in South Carolina, 
but the NAACP made clear that its fight is against 
bias in the entire industry. According to the affidavits: 
“NAACP investigations indicate that in the textile in- 
dustry, the basic manufacturing industry of the South, 
Negroes constitute less that 2% of the total work force 
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and are victims of a broad pattern of discriminatory 
practices.” 

Among 400,000 textile workers in North and South 
Carolina and Virginia, NAACP charged, “there is ap- 
parently not a single Negro employed as a weaver, 
spinner, loom fixer, or carder. Negroes are employed 
only as sweepers, and in other menial positions.” 

The NAACP called on the President’s Committee 
for steps to “secure compliance with Pres. Kennedy’s 
executive order banning employment discrimination by 
federal government contractors.” 

The NAACP previously filed complaints against the 
Lockheed Aircraft Corp. in Marietta, Ga. It claims 
“substantial gains” for Negro workers as a direct re- 
sult (BW—Apr.15'61,p140). 


ILGWU organizers win first round 
in battle to establish their own union 


Organizers and business agents employed by the Inter- 
national Ladies’ Garment Workers’ Union have won the 
first round in their fight for a union of their own. The 
regional director of the National Labor Relations Board 
has recommended that their organization, the Federa- 
tion of Union Representatives (FOUR), be certified as 
bargaining agent for the group. 

The director acted after an analysis of challenged 
ballots gave FOUR a 15-vote edge in an NLRB elec- 
tion, with 115 voting for FOUR, and 100 against it. 

The ILGWU has appealed the recommendation for 
certification to the national board. It repeatedly has 
emphasized that it will take the case to the Supreme 
Court before it recognizes the union. 


Employment picks up nicely at the factory, 
but jobless rate remains unchanged 


Despite high levels of long-term unemployment, job 
statistics for June show a substantial employment gain 
for wage and salary workers in manufacturing and con- 
struction. Totals released this week by the Bureau of 
Labor Statistics show a 600,000 increase in the nonfarm 
rolls—including 240,000 in steel, auto, metalworking, 
and other hardgoods industries. 

Factory wages climbed to a record $94.24 a week, 
and the work week to a 1961 high of 40.1 hours. 

Government officials said this side of the June job 
picture is “evidence we are in a recovery stage.” 

On the reverse side, however, the total unemploy- 
ment rate for the month held at 6.8%—the level of the 
past seven months—primarily because some 2.8-million 
teenagers entered the labor force at the close of school. 
Moreover, the long-term unemployment situation failed 
to show substantial improvement. 

Total nonfarm employment for June was 53.3-million. 
Total unemployment, which advanced by 800,000, was 
5.6-million. 
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New insurance 
package 
for homeowners 


Pros and cons 
of packages 


Where you 
are covered 


How much 
it will cost 


Personal business Bil 


July 15, 1961 


The insurance industry is offering homeowners a revised package plan of 
comprehensive coverage for fire, theft, storm, liability, and such. The new 
plan makes it easier to tailor protection to your individual needs. 

You can buy this “Homeowners’-5” series of policies (called H-1, H-2, and 
so on) in most states now; New York and Pennsylvania are the major 
holdouts. Where available, the new series replaces the older package plans 
(known as A, B, and C). 

If your present insurance portfolio contains one of the older policies, you 
probably will be interested in replacing it when it expires with a new 
H-series contract. 


If you have stuck with separate policies for fire, theft, and so on, you may 
want to review your situation in the light of the new packages. 

One advantage of the package is that it usually costs you 20% to 30% 
less than maintaining several separate policies. Besides, you have one trans- 
action, one contract, one premium to pay—and a somewhat lower agent’s 
commission. 

On the negative side, with a package you might end up buying more 
coverage than you actually need in certain areas. But some industry 
spokesmen feel the improved flexibility of the H-series helps prevent this. 


The most comprehensive—and most expensive—of the new plans is H-5, 
suited best for homes in the $50,000-and-up range. Basically, it gives you 
coverage for: 

« All physical loss or damage to your property, from fire, theft, storm, 
explosion, etc. 

« Loss or damage to other structures on your property, such as a garage 
or bathhouse, for up to 10% of the policy amount each. 

« Loss or damage to personal property, up to 50% of the policy amount— 
including items away from the premises unless they are ordinarily kept at 
a second residence. 

« Additional living expenses incurred as the result of damage to your 
home from fire or other cause—hotel bills, for example, up to 20% of the 
policy amount. 

« Personal liability in case of injury to someone outside your family on 
or off your property—up to $25,000 per accident (or more, if you pay an 
extra premium), plus medical payments of $500 per person per accident. 

« Physical damage to the property of others, up to $250. 


The H-series packages vary a good deal in cost—depending on, among 
other things, where you live and the quality of your local fire protection. 

As an example, however, an H-5 policy for $75,000 on a brick residence 
in Chicago would supply these extras: Up to $7,500 for damage to a separate 
structure, up to $37,500 on personal property, up to $15,000 for additional 
living expenses, up to $25,000 for personal liability, up to $500 in medical 
payments, and up to $250 for damage to others’ property. 

For a three-year term, this package would cost $868. 

The other H-series policies (H-1, H-2, H-3&4) provide narrower protec- 
tion but cost considerably less, of course. A three-year policy for $20,000 on 
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Personal business continued 


a house in Evanston, Ill., for instance, would come to $148 with H-1, $175 
with H-2, and $195 with H-3&4. 

To peg your policy to actual house value, you may need a current 
appraisal. Residential construction costs have gone up about 40% in the 
last 12 to 14 years. An independent expert’s appraisal fee will run about 
$50 to $75 for a 10-room house. 


French 18th-Century furniture and modern paintings are still the most 
desirable items on the art market. There is also growing demand for 
Lowestoft porcelain and choice drawings. 

Such is the conclusion from a look at the season just ended. 

If you already own antiques or art in those categories, their market value 
is probably rising. And if you want to collect such objects, you can expect 
to pay a fairly steep price. Old master works continue, of course, to be 
gold chips; a Rembrandt to be sold here in fall may go for about $1-million. 

Rare books and manuscripts—especially documentary Americana—are 
increasing in value, too. 


You can get some idea of the market in the U.S. from sales made by Parke- 
Bernet Galleries, Inc., leading U.S. art and book auctioneer. This year’s top 
prices paid for French art were $19,400 for a Louis XVI carved, gilded 
canopy and two pairs of matching armchairs and $8,500 for a Louis XV 
kingwood and tulipwood marquetry serpentine commode. 

In English furniture, a world auction record was set when an Adam- 
Chippendale satinwood and mahogany marquetry serpentine-front com- 
mode brought $70,000. 

In the American field, top bid of $26,000 went for a Philadelphia Chip- 
pendale carved mahogany secretary-cabinet. Among porcelains, silver, and 
glass, four plates from Washington’s “Cincinnati” dinner service brought 


- the highest price, $18,000. 


If you collect paintings, note that works of impressionists and post-impres- 
sionists continue to rank high in value. Also, the upswing in value of cubist 
and abstract works now is more pronounced. Some top prices: $80,000 for 
a Toulouse-Lautrec; $75,000 for a Picasso cubist portrait; $54,000 for a 
Degas pastel. 

Season’s outstanding book bid was $44,000 for the first issue of Don 
Quixote. A Paul Revere print of The Boston Massacre brought $7,100. 


You now can buy a lightweight (225 lb.), three-wheeled vehicle that breaks 
down and folds flat for easy storage. Called the Diehlmobile, the three- 
passenger runabout is powered by a gasoline engine, has a top performance 
of 18 mph., four forward speeds and one reverse. It can be assembled or 
disassembled quickly with the use of a screwdriver (H.L. Diehl Co., South 
Willington, Conn.; regular model, $299.50; de luxe with surrey top and 
luggage case, $379.50; lighting system, $51.50). 


If you swim underwater, obey your natural urge to breathe and don’t com- 
promise its effectiveness by “overbreathing” before you plunge in. So 
advises Dr. A.B. Craig, Jr., of Rochester University’s School of Medicine & 
Dentistry. Overbreathing may delay normal breathing to the point where 


oxygen supply becomes inadequate, causing you to black out under water. 
Contents copyrighted under the general copyright on the July 15, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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In finance 


Wall Street syndicate plans to acquire 
independent telephone companies 


The trend to merger and consolidation among the na- 
tion’s 3,000-odd independent (non-Bell) telephone com- 
panies (BW—Aug.20°60,p54) is picking up sharply. This 
week, for example, word began to get around Wall 
Street of a brand-new telephone holding company that 
has grown from nothing to $10-million in assets in just 
six months. 

Masterminding the new company, which shortly will 
adopt the name of Continental Telephone Co., is a 
blue-ribbon Wall Street syndicate headed by Charles 
Wohlstetter, a specialist on the New York Stock Ex- 
change. Wohlstetter’s syndicate has teamed with Philip. 
J. Lucier, former finance man for General Dynamics 
Corp.’s Stromberg-Carlson Div., a big supplier of tele- 
phone equipment. Wohlstetter and Lucier say that they 
will have “well over 50,000 telephones and maybe $40- 
million in assets by the time we go public in the early 
part of next year.” 

Continental's plans call for two “go-rounds” in acquir- 
ing telephone companies. The first, which is well under 
way at present, calls for purchase of well-managed and 
profitable operations that already have made _ sub- 
stantial progress in converting to automatic dial equip- 
ment. These companies are being acquired in blocks, 
each one to be the nucleus of a regional division— 
for example, around East St. Louis, Ill., and around 
Bakersfield, Calif. “Basically,” says Wohlstetter, “what 
we're offering these guys is a vehicle to go public.” 

Then, in the second go-round, Continental will go 
after marginal operations, which probably will be 
operating in the red, and rehabilitate them by provid- 
ing the capital and knowhow essential for conversion 
to dial equipment. The second-round companies will 
be based close to Continental’s various regional di- 
visions, so that existing management can come in and 
take over. “After that,” says Lucier, “we'll try and 
digest what we’ve bought.” 


Some up, some down in first-half bank 
earnings, with retailers making most of gains 


Last winter's business downturn had a selective im- 
pact on bank earnings. 

In general, the wholesale banks that cater to big 
business saw their earnings decline compared to the 
first half of 1960, when bank loan demand was still high 
and the prime rate was 5%. This year, the prime rate 
was down to 44%%% and loan demand was slack. 

On the other hand, most retail banks catering to con- 
sumers in suburban growth areas bettered their year- 
ago performance. Their earnings improved because (1) 
their loan rates didn’t drop nearly so much as at the 
big money market banks, and (2) their deposits and 
loan volume were up sharply. 

The pattern shows up consistently. All but one of the 
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major New York banks—including five of the 10 largest 
in the country—posted lower net operating earnings 
than in the first half of 1960. Morgan Guaranty Trust 
Co., exclusively a wholesale bank, saw its earnings slide 
11% under 1960; Irving Trust Co. reported a drop of 
14%. Even the giant Bank of America, whose huge 
volume of retail banking should have pulled up profits, 
saw its net operating earnings decline 5.7% in the first 
half. The bank attributes this to “installation costs for 
electronic bookkeeping equipment as well as for estab- 
lishment of the Bankamericard (charge account) serv- 
ice.” Major banks in Pittsburgh and Chicago also 
slipped in net operating earnings. 

On the plus side, Marine Midland Corp.—a bank 
holding company that blankets New York State, mostly 
outside New York City, with 180 banking offices— 
increased its operating earnings 6.9%. Franklin Na- 
tional Bank, the pacesetter in New York’s suburban 
Nassau County, boosted its earnings 6.7%, while de- 
posits jumped from $597-million to $711-million. 

How well the banks do in the second half depends on 
the strength of loan demand—and the level of the 
prime rate. M. A. Schapiro & Co., Inc., leading bank 
stock dealer, thinks rates “will edge upwards.” This 
leads the firm to predict that “the earnings pattern is 
now bottoming out. In some cases, the trend is al- 
ready reversed.” The market for bank stocks seems to 
agree with Schapiro, for bank shares were sharply 
higher in the first half, in spite of the earnings slump. 


Finance briefs 


Household Finance Corp., largest U.S. company in the 
small loan business ($711-million in assets), has con- 
sistently shunned sales financing—in sharp contrast to 
most of its competition. This week, it announced that it 
has changed its mind. “Within 30 to 60 days,” accord- 
ing to Pres. H. E. MacDonald, Household expects to be 
lending money on durable goods purchases, especially 
for home improvements, though it will stay out of the 
roller-coaster auto finance market. MacDonald explains 
the shift this way: “We felt we needed diversification 
—we intend to remain a small loan company, but we've 
got to broaden our line to be competitive.” 


In the wake of the conflict-of-interest scandal that cost 
Carrol M. Shanks his $250,000-a-year job as head of 
Newark’s giant Prudential Insurance Co. of America 
(BW—Dec.31’60,p28), the state of New Jersey has 
moved to forestall future conflict cases in insurance 
companies. From now on, says Commissioner of Bank- 
ing & Insurance Charles R. Howell, all insurance com- 
panies with home offices in the state must make “full 
disclosure on the part of officers, directors, and em- 
ployees with substantial responsibility of any affiliation, 
interest, or investment on their part which might occa- 
sion a conflict of interest.” Actually, only two large com- 
panies will be directly affected by the ruling: 
Prudential and Mutual Benefit Life Insurance Co., also 
of Newark. But Howell’s stand is sure to influence 
insurance commissioners in other states as well. 
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All Cyclone Fence line posts are H-Posts—solid 
steel covered with a heavy coat of zinc. They’re 
designed like a beam for extra strength. The 
flange and web make a better bond with concrete 
than the round type of line post. There’s no inside 
surface to corrode; all surfaces are exposed and 
zinc protected. The H-Post won’t crimp if some- 
thing rams it. You have to twist it first, then bend 
it to put it down. If it does go down you can 
straighten it with heat. 


Cyclone uniformly galvanized 

Some chain link fence is galva- 

nized before weaving. Twisting, 

turning and bending by weaving 

machines may break the seal of iC 
zinc; leave uncoated ends toin- 2 Wz 
vite corrosion. 


USS Cyclone Fence is galvanized after weaving. 
With the Galv-After process, developed by Cyclone, 
none of the protective zinc is removed from 
Cyclone chain link after it leaves our hot-dip 
' tanks. This adds years to fence life. 


Every part engineered to job 


Take the 4” piece of wire we use to 

fasten fence fabric to line posts. It’s 

about the smallest thing that goes 

into a Cyclone fence, yet we’ve gone 

to the trouble of pre-shaping it into a clip. The 
clip makes a neater, tighter job and helps us get 
your fence up faster. This saves you money. 


Cyclone gates easily repaired 


Most industrial gates are welded; smack one with 
a truck and you have to burn off the damaged sec- 
tion and weld on a new one. It’s a major rebuilding 


eS For safety, dependability, economy 


job. But Cyclone gates are made 
with jsleeve construction: re- 
move a few rivets, insert a new 
part and you have a new gate. 


All Cyclone gates are prefabri- 
cated; there’s no cut and fit in 
the field. Saves us time, saves 
you money. 

Cyclone gates have adjustable truss rods to true 
them up. Most welded gates don’t. We say Cyclone 
gates never sag. They don’t. 

















69 Cyclone branches 


Cyclone has 69 branch offices throughout the 
country. Which means, wherever you are, we’re 
reasonably close by. Say your home office is in 
Pittsburgh and you want a fence around your plant 
in Houston, Texas. You call our Pittsburgh office 
and we handle it from there. A man is sent out 
from our Houston branch to estimate the job. All 
paper work, correspondence and telephone calls 
are handled through Cyclone. You don’t move a 
finger until you sign a contract. That’s the most 
convenient service in the industry. 





Know the brand § (@Gelone, 
USS Cyclone is the largest Fence 


manufacturer of chain link fence in the world, 
and one of the oldest. We’ve been in business 74 
years. Cyclone is not a type of fence, it’s the name 
of one particular brand of fence. The only com- 
pany that makes USS Cyclone Fence is the Ameri- 
can Steel and Wire Division of United States 
Steel. And the only people who sell it are the 69 
USS Cyclone Branch Offices around the country. 











USS and Cyclone are registered trademarks 


American Steel and Wire 
Division of 
United States Steel 





Suppose 

you want to sell 
10,000 shares 
of some stock... 


From time to time that might hap- 
pen, we know. And when it does, you 
probably prefer a minimum of pub- 
licity. You don’t want to depress the 
price of your stock. And you would 
like to complete the transaction as fast 
and efficiently as possible. 


If that’s your situation, maybe you— 
like an increasing number of other in- 
dividuals and institutions—would like 
to place privately a large block of 
securities. 


So far this year, for example, we 
have successfully concluded dozens of 
such sales involving many thousands 
of shares of securities... found we 
could usually complete the transac- 
tions in a matter of hours. 


Here are some of the reasons why: 
Because we belong to every major se- 
curities exchange ... Because we have 
a national network of 130 offices... 
Because we’ve linked those offices by 
more than 120,000 miles of private 
wire and can quickly canvass literally 
thousands of contacts from coast-to- 
coast for evidence of interest in a given 


security. 


If those facilities can ever be useful 
to you, either in the sale or purchase of 
large blocks of securities, we'll be 
happy to consult with you at your 
convenience—and in confidence—of 
course. Simply contact Joseph C. 
Quinn, Vice President, Sales Division. 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATED 
Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
143 offices in U.S., Canada, and abroad 
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In new products 


Flame cutter controlled by punched tape 
bids for tricky jobs in heavy industry 


A numerical tape-controlled flame-cutting machine that can cut straight 
or curved lines in metal plate without templates, template tables, or 
manually skilled operators was unveiled this week by its developers, 
Air Reduction Sales Co. and General Electric Co. 

The flame cutter is the first machine of its kind, according to its 
makers. It can handle plate up to 22 ft. wide, 6 in. thick, and any 
length. It consists of two major components: the GE Mark Century 
Numerical Contour Control System and the cutting machine itself. 

The machine provides fully automatic control of flame-cutting opera- 
tions by means of predetermined numerically coded instructions on a 
punched paper tape. 

In addition to directing the actual cutting operation, the punched 
tape controls the starting and stopping of the machine, flame level, 
gas supply, and preheat flames. Cutting speeds, also controlled by the 
tape, can be programed from 2 in. per min. to 35 in. per min. Between 
cutting operations, the machine can be positioned at 150 in. per min. 
by the punched tape. 

The makers say the machine is especially suited for use in shipyards 
and in the manufacture of earthmoving equipment, electrical equip- 
ment, agricultural machinery, locomotive, and railway cars. The new 
machine works to an accuracy of plus or minus 1/64 in., Air Reduction 
claims. 

The tape-controlled flame-cutter costs about three times as much 
as a comparable manual machine. But, because it eliminates the 
expense of manufacturing and storing templates, medium users will 
recover the initial costs in about three years and heavy users in as 
short a time as eight or nine months, the maker claims. 

The machine will be marketed by Air Reduction Sales Co., a division 
of Air Reduction Co., Inc., New York, N.Y. 


Manufacturer claims new ‘color computer’ 
can distinguish differences between 100-million hues 


A new color computer can see and label the differences between 100- 
million colors, according to its manufacturer, Toshiba (Tokyo Shibaura 
Electric Co., Tokyo, Japan). In contrast, the human eye can differentiate 
between 7.5-million colors, and the best present spectral method can 
separate only about 100,000 colors. 

The machine’s high sensitivity is useful, says Toshiba, in keeping 
constant colors in paints, dyes, textiles, and cosmetics. It can also 
detect disease by distinguishing subtle changes in skin color. 

The color computer, a combination recording spectrophotometer 
and digital computer, automatically draws a spectral curve of an 
object’s color in two minutes and then calculates and prints the results 
within 25 seconds. The only action necessary on the part of the 
operator is placing the object to be measured in the machine. Ordinary 
spectral methods take several hours to accomplish the same tasks. 


Ultraviolet lamp for mineral hunting 


A portable ultraviolet light source can help hobbyists and amateur 
scientists explore for minerals and gems. Called the Mineralight Gemini, 
the lamp is manufactured by Ultra-Violet Products, Inc., San Gabriel, 
Calif. Suggested list price is $19.95. 
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It’s not a mountain or a volcanic eruption. Nor is it an undersea 
reef or a sponge. It’s a product the Rock Island railroad has carried 
millions of ton miles in the last year. The point is, no matter what 
you ship—whether it’s a raw material like this or a finished product 
like an automobile—you can be sure the Rock Island will spare 

no effort to transport it carefully, quickly, and economically. 
Strategically located direct interchanges, push-button yards, 
split-second communications, modern, trouble-free equipment, and 


experienced, conscientious personnel all assure fast, efficient 
shipping. Your Rock Island Representative will be glad to put 
this effective combination to work for you. Call him. 


What is it? See page 126 
wim ROCK ISLAND LINES 


’ Island The railroad of planned progress 


...geared to the nation’s future 
CHICAGO 5 
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Short-hop passenger boards North 
Central’s flight 457 at Green Bay, Wis. 


TRANSPORTATION 





At next stop, Stevens, Wis., the DC-3 pauses only 6 min. to load and unlo 
saves time by shutting down only the left engine, the one on the side where loadin 


The high cost of low air traffic 


That’s the problem of local service airlines, and 


the reason why they get government subsidies. Lots of 


cities that want service can’t provide the volume 


North Central Airlines flight 457, a 
DC-3 that hops across the country- 
side from Chicago to Minneapolis-St. 
Paul by way of Green Bay, Stevens 
Point, Wausau, and other points 
(pictures), is no match for nonstop 
jet trips of the major airlines. Yet in 
its way it is every bit as essential. 

For many people along North 
Central's routes, the line has become 
basic public transportation. Passen- 
ger trains may not come through 
town any more, and bus service is 
often infrequent. This leaves only 
the family car or the airline. Often 
if people wish to lure iiidustry in, 
frequent air service is a must. 

To North Central and the 12 other 
domestic carriers in the group that 
make up the nation’s local service air- 
lines, the chief difficulty is that in 
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many places this service simply 
doesn’t pay. 

“We get some calls,” says Frank 
N. Buttomer, North Central sales 
vice-president, “where a voice says, 
‘This is Butterfat, Wisconsin. Weve 
just lost our last train. When can you 
start service?’ One of the most 
pathetic things we have to do is tell 
them they can’t afford an airport—or 
our service.” 

More stops. At present, the 13 
local. service carriers fly into 547 
cities and provide the only air serv- 
ice to 334, up sharply from just a few 
years ago. Last year, for example, 
North Central’s route system in- 
creased 30% to 7,100 miles. 

Since 1957, the CAB has been con- 
ducting a series of regional investiga- 
tions to strengthen route patterns by 


allowing airlines to serve denser 
markets and by creating a more 
favorable operating situation for the 
introduction of new aircraft. But at 
the same time the public has been 
demanding new air services—and 
winning its case with CAB. 

Thus, while the CAB has helped 
beef up some routes, it also has put 
the airlines into dozens of new towns 
where traffic doesn’t cover costs. 

This is one of the basic problems 
the Assn. of Local Transport Airlines 
will discuss at its annual meeting 
next week in Asheville, N. C. 

Growth of 15 years. Local service 
airlines got their start only 15 years 


ago when Congress and CAB des- ” 


ignated them as a special group of 
air carriers worthy of permanent 
operating authority. They began 
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nd unloading takes place. Flight 457’s pilot and co-pilot make Stewardess Nancy Abrahamson serves coffee, lemonade, 


loadinf!2> takeoffs and landings per month. and hot chocolate in flight. In such service, no food is served. 








: : " 


Station manager Frank M. Seitz at Eau Claire, Wis., keeps — also deals with the customers. Here, with his one assistant, 
track of Teletype and radio communications (above) and he checks a passenger in at one end of waiting room. 
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“UOY TESTING PROCEDURE GIVES A COMPLETE PERFORMANCE 
PROFILE OF EVERY DYNAMIC COMPRESSOR MANUFACTURED” 


Since performance of dynamic compressors under various inlet and dis- 
charge conditions is usually critical, Joy conducts exhaustive tests on every 
machine made. Temperature and pressure readings are taken at ten differ- 
ent points in each compressor under eight sets of conditions. This complete 
testing procedure is but one of the many “plus values” offered with all Joy 
Dynamic Compressors. 

A “‘plus value” can only be determined by your particular process require- 
ments. Whether it be efficiency, fewer stages, space and weight limitations, 
or a seal problem, Joy engineers are prepared to evaluate and design com- 
pressors to meet your requirements. 

Joy offers dynamic compressors in sizes from 15 to 15,000 hp, as well as a 
line of reciprocating compressors from 15 to 1250 hp. Consult your Joy rep- 
resentative whenever you need machinery for compressing air or gas. For 
more complete information on the Joy Dynamic Compressors, write for 
Bulletin 2725-56. 


AIR MOVING ye hl tense ALL INDUSTRY ~ Y 


ge ray Joy BM __ 2 
5 rs ee Oliver Building, no 22, < 
In Canada: Joy Manufacturing Company 
(Canada) Limited, Galt, Ontario 
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with a handful of war-surplus DC- 
3s; now they fly more than 300 air- 
craft, including 43 prop-jets. 

A decade ago, they flew less than 
l-million passengers. Last year, 
North Central, largest of the 13 in 
terms of passengers carried, flew 
that many alone. The 13 lines carried 
5.6-million passengers. 

Subsidies. The growth of the 
locals has not occurred without diffi- 
culties, however. All 13 operate on 
federal subsidies, and the industry 
has been far from a profitable one. 
Even with subsidies, it has shown a 
net profit after taxes and interest for 
only four of the past 10 years. In 
1960, the locals had operating rev- 
enues of $146.8-million—compared 
with $1.9-billion for the domestic 
trunk airlines. 

Congress agreed to subsidize the 
local service carriers because it gave 
them the job of serving small cities 
that are close together and _ that 
generate comparatively little traffic. 

High costs. There are a number 
of reasons for these high operating 
costs. The average flight between 
stops of the local service carrier is 
only 90 mi., contrasted with.308 mi. 
for the non-subsidized trunks. 'This 
means planes spend much of their 
time taking off and climbing, thus 
operating at maximum power, gulp- 
ing gasoline, and undergoing heavy 
wear. In addition, the average local 
airline passenger travels only about 
190 mi. and pays an average fare of 
only $13.60. The costs of reserving 
his seat, ticketing him, and handling 
his baggage are constant, while the 
shorter his trip, the less revenue 
there is to offset these costs. 

Because of the short-haul, light- 
density nature of their operation, 
the local airlines have found it diffi- 
cult to build up load factors (the 
percentage of a plane’s seats filled by 
customers ). Their over-all load fac- 
tor has risen, from 31.5% in early 
days to 42.4% last year. But it is still 
below the 69.7% breakeven point. 

Complicating the picture is the 
fact that the airlines have had to 
rely for years on the outmoded DC-3 
as their principal plane. While this 
is a venerable, sturdy craft, it is hope- 
lessly uneconomic by today’s stand- 
ards. The carriers have found it 
tough to finance newer equipment. 

Money-savers. To overcome the 
cost obstacles they face, the small 
airlines have gone for a number of 
innovations. They have concentrated 
on reducing the time planes spend on 
the grove They were the first to 
develop the folding stairway as part 
of the plane’s equipment, so that 
passengers don’t have to wait for exit 
stairs to be rolled up. 

Many local service planes also save 
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Communications breakthrough 


New Teletype Automatic Data Interchange System 
(ADIS) now enables the Federal Aviation Agency to 
interchange aviation weather data coast-to-coast ten 
times faster than ever before. 

With this new electronic message switching system, 
the FAA effects a major advance in the speed, scope 
and flexibility of its weather communication service— 
which supports all civil and extensive military aviation 
in the United States. 

Nucleus of the system is a series of five Interchange 
Centers, located in Kansas City, Cleveland, Atlanta, 
Fort Worth and San Francisco. Each of these acts as a 
clearing house for a number of area circuits, or outlying 
“loops,” collecting data from observation points on 
these loops and providing the area circuits with data 
from other parts of the country. 

Teletype electronic communications equipment at 
the Interchange Centers carries out an automatic pro- 
gram of sequentially calling data-originating stations, 


classifying messages by priority, selecting only those 
weather items wanted at regional stations, and deliver- 
ing them to the area circuits—while maintaining the 
ability to handle emergency traffic when required. 


Ultra-fast communication between Interchange Cen- 
ters is provided by Teletype punched tape equipment 
operating at 850 words per minute, utilizing the Data- 
Phone concept. Stations on outlying loops are equipped 
with Teletype Model 28 page printer and punched tape 
units. Speed-conversion equipment permits automatic 
interoperation between the national circuit and the 
local loops. Thus the new system, which serves some 
2,400 locations, can report weather conditions from any 
part of the country in a matter of minutes. 

The FAA, through the years, has followed a program 
of continually upgrading its facilities to meet the needs 
of the nation’s growing air traffic. Teletype Corpora- 
tion is proud of its part in providing communications 
equipment for this vital service. 
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a tool for 
man’s imagination 


Car door assembly 
part specifications 


called for... 


INSIDE CORNERS 
SHARP AS POSSIBLE 


“Inside corners as sharp as 
possible,” read the specifi- 
cations for this shoulder 
rivet used in an auto door 
assembly. “Rockford’® 
Screw Products Co., Rock- 
ford, Illinois, accomplishes 
this cold heading opera- 
tion from Keystone Wire. 


Following an extensive steel 
wire study, fastener engineers at 
“Rockford” Screw Products 
turned to Keystone Steel & 
Wire Company to supply the 
necessary wire. These engineers 
concluded that the controlled 
chemical analysis, as well as 
correct thermal treatment of 
Keystone Wire assured accurate 
forming of this special shoulder 
rivet and that it could be made 
without the metal cracking. 


om g OP) Gea 4 


Our trained metallurgists and 
technicians are available to help 
solve your wire problems, too. 
It might pay you to investigate. 
Send us your specifications and 
blue prints and we shall be glad 
to give you recommendations. 


Keystone Steel & Wire Company, Peoria, Illinois 
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Cold heading and forming wire for industrial uses 
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time by cutting off only one engine 
while loading and unloading at in- 
termediate stops. And pursers are 
widely employed to handle, in flight, 
much of the paper work. 

Commuter flights. One airline, 
Allegheny, has been experimenting 
with commuter service, offering low- 
fare, no-reservation, frequent flights 
between major points on its system. 
It has operated commuter flights be- 
tween Philadelphia and Pittsburgh 
since October, 1959, and last July 
started similar service between Phila- 
delphia and Boston via Providence. 

Before it began its commuter 
flights, Allegheny carried less than 
% of the Philadelphia-Pittsburgh 
traffic, while Trans World Airlines, a 
major trunk line, nearly monopolized 
the market. Allegheny now has more 
than 50% of the traffic. 

No plush salaries. The airlines 
also have concentrated on holding 
down expenses in their executive of- 
fices. The average salaries of the 
five top executives in each airline in 
the industry run around $17,000 a 
vear. 

Such measures have done much to 
help overcome a public belief that 
local service airlines are virtually 
100% supported by government 
handout. In their early years, more 
than 75% of their income did come 
from federal funds, but today the 
proportion of subsidy is down to 
37%. 

Nevertheless, the industry's total 
subsidy bill has been increasing in 
recent years and is expected to con- 
tinue doing so for the next few years. 
This is a matter of concern to the 
airlines themselves, to Congress, and 
to the board. Federal contributions 
amounted to almost $54-million in 
fiscal 1960, rose to almost $62-million 
in fiscal 1961, and are expected to 
top $68-million this fiscal year. North 
Central’s 1960 share came to almost 
$7.5-million. 

Toward self-support. With the 
subsidy bill on the increase, CAB 
has taken a number of steps to try 
to bring it down and eventually put 
the local service airlines on a self- 
supporting basis. But the board 
members concede that, despite these 
steps, subsidies will continue climb- 
ing for the next two or three years 
and that it will probably be a decade 
before they can be ended altogether. 

The fastest way of making the in- 
dustry self-supporting, of course, is 
to permit it to serve only the larger 
cities and eliminate the smaller ones. 
Hal N. Carr, North Central presi- 
dent, estimates that if his company 
could cut off the “bottom 20” of its 
route stops, it could go off subsidy 
immediately. 

Feeder service. North Central's 
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"MY NEW 1913 KELLY IS THE BEST 


INVESTMENT | EVER MADE" 
says New York Bottler 



































4 cylinders, 334" bore, 514" stroke; water-cooled, cellular radiator; 3-speed 
transmission; wheel base, 120”; 25 horsepower at 1200 RPM; 15 miles 
per hour, governor controlled; Timken bearing equipped; price $2,060. 





COURTESY AUTOMOBILE 
MANUFACTURERS ASSOCIATION 





@ THE TRB CO.1961 


















































Everything’s changed but the name on the bearings 


In sparkling colors and gold leaf, the new 1913 Kelly rolled 75 to 100 miles a day with its load of ginger 
ale. It did the work of four teams and wagons, saving the bottler $50 a week in livery and hotel costs. 
@ Today trucks do everything from whisking giant logs down mountain sides to delivering your wedding 
cake—one good reason why every American make of truck uses Timken® tapered roller bearings. 
We've worked with truck makers since 1906, designing bearing applications for wheels, trans- 
missions, drive axles and steering gears. M And the bearings have changed as much as the trucks. 
They’re smaller, yet capacity-packed to take today’s tremendous loads and higher speeds. 
And because we've learned a thing or two about making bearings, 3 
truck makers pay less for more bearing life than twenty-five 4 N 
years ago. HM When you buy trucks, do what the top fleets do. 4 a» TIMKE 
a 1) TAPERED ROLLER 
BEARINGS : Since 1899 





Specify Timken bearings. The Timken Roller Bearing Company, 
Canton 6, Ohio. Also makers of fine alloy steel and rock bits. 
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AiResearch Manufacturing Division 


AiResearch, Phoenix announces 
an intensive program in manu- 
facturing controls aimed at re- 
ducing production time. The 
heart of this program is contin- 
uous status reporting on every 
‘machine and part in production 
by the TRANSACTER® System. 


Located throughout the plant, 
the TRANSACTER System units 
provide an accurate, instantane- 
ous link between widely scattered 
factory locations and central 
Compilers which receive the mes- 
sages, digest them and feed con- 
tinuous punched tape to the data 
processing center. 

Not only is production status 
continuously reported — so too, 
is order location, inventory con- 
trol, tool crib and stores control 
—all contributing to accurate 
labor costing—together with con- 
tinuous reports of receipt and 
shipment. 

At AiResearch, Phoenix manage- 
ment reports that have hereto- 
fore taken days, can now be pro- 
duced in minutes. 


Write for informative brochure. 






DATA 
PROCESSING 
CENTER 






*Trademark of GTC 


GENERAL TIME 
CORPORATION 
STROMBERG DIVISION 


THOMASTON 3 , CONN. 
Makers of the World’s Finest Time Equipment 


126 TRANSPORTATION 





four biggest stations are Chicago, 
Detroit, Milwaukee, and Minne- 
apolis. Its high-frequency nonstop 
run between Chicago and Milwau- 
kee is one of its most lucrative. How- 
ever, this sort of service is not the 
basic reason for the industry's exist- 
ence. 

To fulfill its function, North Cen- 
tral must still fly into the smaller 
communities. Both by government 
decree and by economics, such an 
airline's major purpose is to carry 
passengers from these smaller com- 
munities to a terminal—such as one 
of North Central’s four big cities—to 
connect with a trunk airline. 

“Our market,” says Buttomer, “is 
not the man going from Green Bay 
to Chicago but the man who’s going 
on to New York, to the West Coast, 
to Miami. More than half our passen- 
gers are connecting business.” 

Cutting deficits. CAB hopes to 
eliminate the short-haul industry’s 
deficits, hence reduce its subsidies, 
first by changing the method under 
which subsidies are computed, sec- 
ond by giving the local lines a chance 
to strengthen their routes. 

The old subsidy system was based 
on the size of operating losses, so it 
had the effect of encouraging a car- 
rier to keep its costs high, its fares 
low, its schedules inflated beyond 
load factors and demand. Under the 
new method, which went into effect 
last Jan. 1, operating costs have no 
direct bearing on the amount of sub- 
sidy. Instead, carriers are rewarded 
for efficiency, through a complicated 
formula that also induces them to 
boost volume. 

To strengthen routes, CAB is con- 
stantly allowing the locals entry to 
larger cities originally served only by 
the trunks. At the same time, the 
trunks have been voluntarily giving 
up many of their smaller points. 

Minimum demand. On the other 
end of the scale, the board is allow- 
ing local carriers to quit serving 
some smaller communities that fail to 
generate a minimum number of pas- 
sengers. It has adopted a “use-it- 
or-lose-it policy” that requires a 
community to supply at least five 
passengers daily if it is to continue 
getting airline service. 

Now the locals want the removal 
of operating restrictions on _ their 
routes. Under these restrictions, the 
local lines usually cannot fly nonstop 
between two major cities as the 
trunks can, but are required to make 
intermediate stops. The locals want 
more nonstop authority. They also 
want more “skip-stop” authority 
whereby one or two flights a day 
would provide service to intermedi- 
ate points while the remaining flights 
would be nonstop. End 








The answer 
to the question 
on page 119 


It’s coke...a product that the 
modern, trouble-free equipment 
on the Rock Island railroad 
moves quickly, efficiently, 

and economically millions of ton 


miles year after year. 
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Dividend Announcement 


Massachusetts 
Investors 


| ‘Trust 


DECLARES ITS | 


147" Consecutive Dividend 


| Over 214,000 own- 
ers will share in 
the payments from 
quarterly net in- 
come, amounting 
to 10 cents a share, 
| payable July 24 
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THE TREND 


Bi 


A program that tries to reach too far 


Some four months ago, in his special message to 
Congress on foreign aid, Pres. Kennedy declared 
that his Administration was “launching a Decade of 
Development on which will depend, substantially, 
the kind of world in which we and our children 
will live.” 

Today the nature and magnitude of this commit- 
ment to the underdeveloped nations have become 
disturbingly clear. In an attempt to lead the revo- 
lution of rising expectations in Asia, Africa, and 
Latin America, the Administration plans to foster 
and finance social and economic changes of a radi- 
cal nature, and to do so by encouraging the general 
adoption of economic development plans such as 
India’s. The goal, in effect, is to promote what 
might be called “preclusive revolution” (page 56), 
thus to prevent the spread of Communism accord- 
ing to the Cuban pattern. 

In theory, this may seem to be an admirable 
plan. But to many thoughtful people in this coun- 
try and abroad it looks like a quixotic venture—one 
that could upset the economic stability of the U.S. 
and the other advanced nations without doing much 
to help the underdeveloped nations. 


The costs 


The cost of Kennedy's program in foreign aid 
alone is bound to be staggering. For the decade, it 
could easily come to $80-billion, equaling the 
amount this country spent from 1947 to 1960 on 
containing Communism in Europe and Asia and 
on restoring the capitalist economy of the Free 
World as a going concern. 

By adding today to our aid expenditures abroad 
and our budget deficits at home, we would increase 
the danger of a new dollar crisis that would shake 
the West’s financial system. There already is some 
fear of this in Western Europe, where conservative 
financial views—of the kind Washington pressed 
on European governments 10 years ago—now are 
in vogue. 

Indeed, financial leaders of the Continent are 
leaning hard against the U.S. in the International 
Monetary Fund, threatening to block a U.S.-British 
plan to allow the IMF to borrow automatically from 
surplus countries such as West Germany and 
France and lend to deficit countries such as the 
U.S. and Britain. 

Another disquieting prospect is the adverse im- 
pact on private investment that can be expected 
from the Administration’s policy of actively spon- 
soring social reform in the emerging nations. This 
policy has become an especially prominent feature 
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of the Alliance for Progress in Latin America. Ang 
already there are signs of nervousness among both 
U.S. and Latin American investors. 

Social reform, if pushed too fast, is sure to lead 
to higher tax rates and wage rates, and often to out 
right harassment of business. If foreign private in 
vestment has become a convenient symbol of the 
foreign “domination” from which the emerging 
nations feel they must escape, Washington should 
be trying to counter this feeling, not encourage it 

If social reform is pushed to the point where it 
increases consumption at the expense of saving§ 
and investment, it could hamper economic growth 
rather than promote it. 


Sense of proportion 


In seeking to do so much in the underdeveloped 
nations, the Administration seems to have lost its 
sense of proportion. It may do no harm for Kennedy 
to say, as he did recently, that the revolution in 
the emerging nations is “the greatest in human 
history,” and to suggest its identity with the Ameri- 
can Revolution. It is quite another matter for the 
President to go on to say that we should help the 
emerging nations “regardless of which political o 
economic route they should choose to freedom. 
This is to condone, and promise support for, any 
kind of economic system—and any kind of foreign 
policy—that is adopted in these nations so long ag 
their system isn’t openly Communist and they don’t 
actually join the Soviet bloc. 

There are things we can and should do to help 
the underdeveloped countries, especially those in 
Latin America, to speed their economic develop- 
ment and reduce their poverty. In spite of the pres- 
sure on the dollar, we should be able to maintain 
our present level of combined economic and mili- 
tary aid expenditures. But clearly our aid should) 
go to nations that can be expected to stay aligned) 
to us economically, even if they choose political 
neutrality. 

What we cannot afford is a policy of universal! 
uplift or an approach to development that under-| 
mines private investment, sets totally impossible 
objectives, and encourages economic and political 
systems that are incompatible with our own. 

It must be hoped that Congress will bring the 
Administration down to earth before it approves 
the new foreign aid bill. The amount of this year’s 
request probably is not unreasonable. The trouble 
lies in the lack of common sense in the approach 
now being taken to the development problem and 
in the lack of proportion in the over-all goal. 
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